S         Ericksont  Connie  F 
328*3      A  decent  home 
Li3dhem  for  every  Montana 
1994     family 


A  DECENT  HOME  FOR  EVERY 


MONTANA  FAMILY 


A  Report  to  the  Governor  and  the  54th  Legislature 
from  the  STATE  HOUSING  TASK  FORCE 

ST/ITF  DOCUMENTS  COLLECTIG.. 

FEB  10  1395 

WONTArJA  STATE  LIBRARY 

1515  E.  6th  AVE. 
HELENA,  MONTANA  59620 


November  1994 
Published  by 

Montana  Legislative  Councii 


Montana  Legislative  Council 

State  Capitol,  Room  138 

Helena,  Montana  59620-1706 

PHONE:  (406)  444-3064 

FAX:  (406)  444-3036 


MONTANA  STATE  LIBRARY 

S  328.3  L13dheni  1994  c.1  Erickson 

A  decent  home  for  every  Montana  family  : 

llllilllilllllllllllllllillllHIIIIIIIIIIII 

3  0864  00092273  5 


A  DECENT  HOME  FOR  EVERY  MONTANA  FAMILY 


A  Report  to  the 

Governor  and  the  54th  Legislature 

from  the 

STATE  HOUSING  TASK  FORCE 


Prepared  by 
Connie  F.  Erickson,  Staff  Researcher 


November  1994 


Published  by 

Montana  Legislative  Council 

Room  1 38,  State  Capitol 

Helena,  MT     59620-1706 

(406)  444-3064 


STATE  HOUSING  TASK  FORCE 


Kevin  Hager,  Chairman 
Toni  Austad 
Bonnie  Bacon 
Ronda  Carpenter 
Sen.  Chris  Christiaens 
Tim  Evans 
David  Gentry 
Dan  Hickey 
Patt  Leikam 


Paul  Bankhead,  Vice  Chairman 

Jan  Martin 

Nora  Nelson 

Bill  Pierce 

Jeff  Regnier 

Jeff  Rupp 

Nancy  Stephenson 

Rep.  Norm  Wallin 

Tom  Welch 


COMMITTEE  STAFF 

Connie  F.  Erickson,  Researcher 

Doug  Sternberg,  Legal  Researcher 

Ellen  Garrity,  Secretary 


Published  by 
Montana  Legislative  Council 


Senator  Del  Gage,  Chairman 

Robert  B.  Person,  Executive  Director 

Gregory  J.  Petesch,  Legal  Services  Director 

David  D.  Bohyer,  Research  Director 


TABLE  OF  CONTENTS 


PREFACE 


Origin  and  Purpose  of  Study    

Task  Force  Membership    

Task  Force  Activity    i 

TASK  FORCE  RECOMMENDATIONS     iii 

CHAPTER  1 :   HOUSING  IN  MONTANA 1 

INTRODUCTION 1 

HOUSING  PROBLEMS 1 

Affordability 1 

Availability    2 

Suitability    4 

Accessibility    5 

SUMMARY 7 

ENDNOTES 9 

CHAPTER  2:   HOUSING  ASSISTANCE  PROGRAMS 11 

INTRODUCTION 11 

FEDERAL  HOUSING  PROGRAMS 11 

HOME  Investment  Partnerships  Program 11 

Community  Development  Block  Grants 13 

Lower-Income  Rental  Assistance    14 

Homeless  Programs    15 

Energy  Programs    15 

STATE  HOUSING  PROGRAMS 16 

Montana  Board  of  Housing    16 

ENDNOTES 19 


CHAPTER  3:   TASK  FORCE  DELIBERATIONS    21 

INTRODUCTION 21 

ADMINISTRATION  OF  HOUSING  PROGRAMS 21 

REGULATORY  BARRIERS  TO  AFFORDABLE  HOUSING 23 

ADDITIONAL  FINANCIAL  MECHANISMS     24 

HOUSING  DISCRIMINATION 27 

ENDNOTES 29 

CHAPTER  4:   TASK  FORCE  RECOMMENDATIONS 31 

INTRODUCTION 31 

RECOMMENDATIONS 33 

SUMMARY    35 

APPENDIX  A:   DRAFT  OF  STATE  HOUSING  POLICY 

APPENDIX  B:   HOUSING  TRUST  FUNDS 

APPENDIX  C:   A  PROPOSAL  FOR  A  STATE  HOUSING  TRUST  FUND 

APPENDIX  D:   DRAFT  BILL 


PREFACE 

Origin  and  Purpose  of  Study 

Chapter  No.  572,  Laws  of  1993,  created  the  State  Housing  Tasic  Force  (Tasic  Force),  which 

is  composed  of  16  members  appointed  by  the  Governor.   The  Tasi<  Force  was  charged  with 

studying: 

•  the  availability  of  housing  for  middle-  and  lower-income  groups; 

•  the  current  methods  and  mechanisms  for  providing  housing  assistance; 

•  possible  alternatives  for  providing  housing  assistance;  and 

•  the  feasibility  and  necessity  of  creating  other  housing  assistance  mechanisms. 

The  study  was  requested  as  a  result  of  housing  problems  that  have  arisen  in  Montana  over 
the  past  few  years.  Since  1 990,  the  cost  of  housing  in  Montana  has  risen  dramatically,  and 
affordable  housing  for  low-  and  moderate-income*  people  has  become  almost  nonexistent  in 
many  areas  of  the  state.  Shortages  such  as  this  drive  up  rents,  making  housing  even  less 
affordable  for  certain  segments  of  the  population.  Although  there  is  a  demand  for  lower-cost 
housing,  little,  if  any,  construction  of  such  housing  is  occurring.  The  housing  that  is  being 
constructed  tends  to  be  more  expensive,  even  luxury,  homes.  Other  housing  problems 
plaguing  Montana  are  a  decline  in  the  quality  of  existing  housing  because  of  a  lack  of 
investment  in  maintenance  and  rehabilitation,  a  shortage  of  emergency  and  transitional 
housing,  and  a  lack  of  suitable  housing  for  persons  with  special  needs;  e.g.,  the  disabled,  the 
elderly,  and  the  single-parent  family. 

Task  Force  Membership 

The  Task  Force  was  appointed  in  October  1 993.  The  1 6  members  included  one  state  senator, 
one  state  representative,  and  14  others  representing  financial  institutions,  nonprofit  and  for- 
profit  housing  developers,  low-income  groups,  realtors,  local  governments,  housing 

i 


There  are  no  single  definitions  for  the  terms  "low  income"  and  "moderate  income".    The 
definitions  are  based  on  median  income.   To  determine  eligibility  for  various  programs,  certain 
percentages  of  median  income  are  used.   The  percentages  differ  from  program  to  program. 
HUD  defines  low  income  as  80  percent  of  the  median  income  for  a  certain  area;  moderate 
income  is  between  81  percent  and  95  percent  of  the  median  income.   The  terms  "moderate 
income"  and  "middle  income"  are  used  interchangeably. 


authorities,  landlords,  and  the  physically  disabled,  as  well  as  others  interested  in  the 
development  of  affordable  housing.  Two  additional,  nonvoting  members,  representing  Native 
Americans  and  fair  housing  advocates,  were  appointed  in  April  1994. 

Task  Force  Activity 

Although  the  original  plan  was  for  the  Task  Force  to  begin  its  work  in  December  1993,  the 
intervening  Special  Session  of  the  Legislature  in  November  and  December  caused  a  delay. 
The  Task  Force  held  its  first  meeting  in  February  1 994. 

Between  February  1 994  and  July  1 994,  the  Task  Force  met  five  separate  times  to  fulfill  the 
tasks  assigned  to  it  by  the  Legislature.  On  July  18,  1994,  the  Task  Force  formulated  its 
recommendations  to  be  presented  to  the  Governor  and  the  Legislature. 


TASK  FORCE  RECOMMENDATIONS 


1.  That  the  Governor  issue  an  executive  order  extending  the  life  of  the  State 
Housing  Tasl(  Force  for  another  2  years. 

Because  the  Task  Force  members  were  all  people  Intimately  familiar  with  the  housing 
problems  facing  low-  and  moderate-income  Montanans,  they  knew  that  8  months  and  five 
meetings  were  not  enough  time  to  adequately  address  the  issue  of  housing  affordability  and 
availability.  The  members  of  the  Task  Force  agreed  that  while  their  meetings  proved  valuable 
in  identifying  problems  and  specific  courses  of  action,  the  Task  Force  should  continue  working 
to  refine  its  proposals  and  to  seek  further  solutions  to  the  identified  problems. 


2.  That  the  Governor  and  the  Legislature  designate  the  Montana  Board  of 
Housing  (MBOH)  as  a  quasi-governmental  housing  finance  authority  in  charge 
of  current  MBOH  programs,  the  HOME  Program,  the  Section  8  Program,  the 
Community  Development  Block  Grant  Program  (housing  only),  the  Housing 
Community  Development  Plan  (formerly  known  as  CHAS),  and  a  housing  trust 
fund. 

The  Task  Force  believed  that  the  best  course  of  action  was  to  centralize  all  of  the  housing 
programs  in  a  single  agency  and  allow  that  agency  the  flexibility  to  hire  its  own  staff,  set  its 
own  budget,  and  design  its  own  programs,  including  a  housing  trust  fund.  Rather  than  create 
a  new  agency,  the  Task  Force  recommended  that  the  MBOH  be  designated  as  the  housing 
finance  authority  for  Montana. 


CHAPTER  ONE 
HOUSING  IN  MONTANA 

INTRODUCTION 

Decent  and  affordable  housing  is  an  essential  element  to  the  quality  of  American  life. 
President  Franklin  Roosevelt  acknowledged  the  importance  of  decent  housing  to  the  nation's 
well-being  by  initiating  public  housing  programs  in  1934  to  serve  the  needs  of  the  poor,  the 
elderly,  and  others  for  whom  affordable  and  decent  housing  was  unattainable.  The  end  of 
World  War  II  and  the  return  of  American  GIs  resulted  in  a  severe  shortage  of  adequate 
housing.  The  federal  Housing  Act  of  1949  acknowledged  this  shortage  and  set  forth  as  its 
goal  "a  decent  home  and  a  suitable  living  environment  for  every  American  family"  as  soon  as 
possible. 

The  generation  that  came  of  age  after  World  War  II  realized  the  dream  of  owning  a  home. 
That  dream  was  passed  on  to  their  children  as  they  came  of  age  in  the  1960s  and  1970s. 
However,  beginning  in  1 980,  that  dream  started  to  fade  as  housing  costs  rose  significantly, 
outstripping  increases  in  household  incomes.  In  1 980,  43.3  percent  of  all  Americans  between 
the  ages  of  25  and  29  had  moved  into  their  first  house.'  By  1990,  this  percentage  had 
dropped  to  35.4.^ 

HOUSING  PROBLEMS 

Montana  has  not  escaped  the  housing  problems  that  currently  afflict  the  nation.  The  situation 
in  Montana  has  become  more  acute  in  the  last  4  years.  Montana's  housing  needs  can  be 
divided  into  four  categories:  affordability,  availability,  suitability,  and  accessibility.  In  each 
category,  there  is  need  for  construction,  rehabilitation,  and  financing. 

Affordability 

According  to  federal  standards,  a  housing  unit  is  considered  affordable  if  a  family  can  occupy 
the  unit  without  spending  more  than  30  percent  of  its  gross  income  to  do  so.  This  30-percent 
rule  applies  equally  to  renters  and  to  homeowners.  According  to  the  1 990  census,  almost  1 9 
percent  of  Montana  households  earned  less  than  $10,000  annually.^  Using  the  30-percent 
rule,  these  households  should  spend  no  more  than  $250  per  month  for  housing.   Another  32 


percent  of  Montana  households  in  1990  earned  less  than  $15,000  per  year;  their  housing 
costs  should  not  have  exceeded  $375  per  month/  In  1990,  the  average  rent  in  a  Montana 
city  was  $436;  in  a  census-designated  place,*  it  was  $461;  and  in  rural  Montana,  it  was 
$331.^  For  households  making  less  than  $10,000  annually,  the  average  rents  are  far  in 
excess  of  what  those  households  should  be  paying.  For  households  with  a  $15,000  annual 
income,  the  burden  is  less  but  still  in  excess  of  30  percent,  with  the  exception  of  rents  in  rural 
areas. 

For  first-time  home  buyers,  the  same  burdens  exist,  in  1 990,  the  average  price  of  a  house 
in  rural  Montana  was  $49,000;  in  Montana  cities,  the  average  price  was  almost  $68,000.® 
Assuming  a  9  percent,  fixed-rate  mortgage  and  conventional  financing  (20  percent  down  and 
a  30-year  term),  the  average  monthly  house  payment  ranged  from  $31 5  to  $437.  Using  the 
30-percent  rule,  an  income  of  at  least  $  1 2,500  was  required  to  own  a  home  in  rural  Montana. 
In  urban  Montana,  an  income  of  $17,500  was  required.  While  interest  rates  have  fallen  since 
1 990,  housing  prices  have  increased  at  a  faster  rate.  For  example,  in  Billings  the  average 
sales  price  of  a  home  increased  9  percent  from  1991  to  1992.' 

While  housing  affordability  is  a  problem  statewide,  it  is  more  acute  in  urban  areas  and  in  rural 
western  Montana.  Escalating  construction  costs,  an  influx  of  higher-income  households,  and 
a  lack  of  available  land  have  all  combined  to  push  new  housing  prices  over  the  $100,000 
mark  and  to  make  homes  under  $60,000  practically  nonexistent. 

Availability 

There  is  a  shortage  of  housing  for  low-  and  moderate-income  Montanans.  While  the  shortage 
is  more  acute  in  western  Montana,  the  problem  exists  statewide.  In  1 990,  there  were  300 
vacant  housing  units  in  Glendive;  1  year  later  there  were  30.®  Since  1992,  the  rental 
vacancy  rate  in  Missoula  has  hovered  near  zero.^  In  1 993,  the  vacancy  rate  in  Billings,  Great 
Falls,  Helena,  Kalispell,  Bozeman,  and  Park  County  fell  to  below  1  percent. '° 


*    A  census-designated  place  is  defined  as  a  densely  settled  concentration  of  population 
that  is  identifiable  by  name  but  is  not  a  legally  incorporated  place.    An  example  is  the  Evergreen 
area  outside  of  Kalispell. 


There  are  three  areas  of  concern  regarding  housing  availability  in  Montana:  low-cost  rental 
units;  affordable  homes  for  low-  and  moderate-income  people;  and  homes  that  meet  the 
criteria  for  loan  assistance  and  mortgage  insurance. 

There  is  a  shortage  of  low-cost  rental  units  all  across  Montana.  In  1 990,  there  was  a  waiting 
list  of  6,285  families  for  federally  assisted,  low-rent  units."  Although  the  number  on  the 
waiting  list  dropped  in  1992,  from  1992  to  1993  the  number  increased  by  16  percent. ^^ 
State  officials  anticipate  the  waiting  list  to  grow  to  10,000  households  in  the  near  future.'^ 

Perhaps  the  biggest  loss  in  low-cost  rental  housing  is  occurring  in  the  Lower-Income  Rental 
Assistance  Program  (commonly  referred  to  as  Section  8).^*  The  Department  of  Housing  and 
Urban  Development  (HUD)  recently  revised  the  fair  market  rents  (FMRs)  for  Montana,  making 
them  significantly  lower  than  the  open  market  rents  in  many  areas  of  the  state.  It  is  feared 
that  some  landlords  will  withdraw  from  the  program  to  secure  higher  rents  for  their  properties. 
In  addition,  in  those  regions  of  the  state  that  are  experiencing  an  influx  of  more  affluent 
newcomers,  some  landlords  are  upgrading  their  low-cost  units  to  attract  the  higher  rents  that 
newcomers  are  willing  to  pay.  As  a  result  of  this  gentrification  process,  many  low-  and 
moderate-income  Montanans  are  priced  out  of  what  once  were  low-cost  units. 

In  the  last  3  years,  only  five  new  units  of  public  housing  have  been  built  in  Montana.'^ 
Construction  of  rental  units  has  also  slowed,  especially  in  urban  areas  where  the  need  is  great. 
Part  of  the  problem  is  a  lack  of  land  on  which  to  build  multifamily  units.  Most  areas  zoned 
for  multifamily  residences  have  already  been  developed.'® 

The  second  issue  relating  to  housing  availability  is  the  shortage  of  affordable  homes  on  the 
market  for  low-  and  moderate-income  people.  This  is  of  particular  concern  to  people  in  certain 
areas  of  western  Montana,  which  has  the  lowest  vacancy  rates  and  the  highest  home  values 
in  the  state.  While  the  simple  answer  is  to  build  more  houses  in  the  $30,000  to  $60,000 
range,  the  reality  is  much  more  complex.  For-profit  housing  developers  state  that  they  would 
like  to  build  houses  for  low-  and  moderate-income  Montanans,  but  they  are  faced  with 
increasing  expenses  due  to  higher  lumber  and  land  costs  and  due  to  state  and  local 
regulations.    As  a  result,  the  only  housing  that  is  profitable  is  upscale  housing. 


The  third  availability  issue  is  homes  that  meet  the  criteria  for  loan  assistance  and  mortgage 
insurance.  This  issue  is  of  particular  concern  in  rural,  especially  eastern,  Montana  where 
vacant  units  exist  in  greater  numbers.  All  too  often,  however,  these  units  are  in  a 
substandard  condition  that  precludes  the  use  of  federal  mortgage  insurance  programs. 
Without  these  programs,  the  houses  cannot  be  easily  financed,  thus  putting  them  out  of  reach 
for  many  potential  homebuyers. 

Suitability 

Substandard  housing  conditions  are  those  requiring  critical  repairs  to  ensure  that  the  unit  will 
not  endanger  the  health,  safety,  or  welfare  of  its  occupants.  At  a  minimum,  a  unit  should 
meet  Section  8  housing  quality  standards  in  order  to  be  considered  suitable  housing.  These 
standards  address  such  things  as  the  presence  of  kitchen  facilities,  the  condition  of  the 
plumbing,  the  primary  heating  equipment,  and  the  general  condition  of  the  structure. 

Statewide,  Montana's  housing  stock  suffers  both  moderate  and  severe  physical  problems;  8.5 
percent  of  the  stock  lacks  sufficient  kitchen  or  bathroom  facilities.'^  The  problems  are  more 
acute  in  rural  areas.'' 

Approximately  one-fifth  of  Montana's  housing  stock  was  built  before  1940.'^  The  potential 
exists  for  many  of  these  houses  to  suffer  structural  problems:  inadequate  foundations  and 
floor  supports,  poor  plumbing,  outdated  electrical  wiring,  and  substandard  roofs.  While  age 
is  not  necessarily  an  indicator  of  substandard  conditions,  houses  built  before  1 940  are  more 
susceptible  to  these  problems. 

The  possibility  of  environmental  hazards  also  exists,  especially  the  presence  of  lead-based 
paint.  According  to  HUD  estimates,  90  percent  of  the  housing  units  built  before  1 940,  80 
percent  built  between  1940  and  1959,  and  62  percent  built  from  1960  to  1979  may  have 
lead-based  paint. ^°  For  Montana,  this  means  that  the  hazard  potentially  exists  for  over 
220,000  housing  units. ^'  The  risk  increases  for  members  of  lower-income  households  who 
may  lack  the  resources  to  remove  the  hazard  from  their  homes. 

The  largest  single  group  of  homeowners  in  Montana  is  the  elderly.  More  than  50  percent  of 
Montana's  elderly  population  own  homes. ^^  Unfortunately,  many  homeowners  in  this  group 


lack  the  resources  to  maintain  their  homes.  When  these  homes  come  on  the  market,  their 
condition  has  often  deteriorated  to  the  point  where  a  substantial  infusion  of  money  is 
necessary  to  correct  the  problems.  This  investment  is  often  beyond  the  capabilities  of  low- 
and  moderate-income  Montanans;  but  without  this  investment,  the  units  cannot  be  easily 
financed  because  their  poor 'condition  precludes  the  use  of  federal  mortgage  insurance 
programs. 

Low-cost  rental  units  are  generally  in  poor  condition  because  they  tend  to  be  older,  and 
landlords  may  be  reluctant  to  Incur  the  additional  costs  necessary  to  rehabilitate  the  units. 

Accessibility 

Montana's  housing  problems  pose  special  difficulties  for  those  segments  of  the  population 
with  special  needs:  single-parent  families,  the  homeless,  the  elderly,  the  mentally  disabled, 
and  the  physically  handicapped.  In  addition  to  affordable  housing,  these  groups  also  need 
supportive  services  that  facilitate  independence  and  the  ability  to  lead  a  productive  life. 

Approximately  1 7  percent  of  all  families  in  Montana  are  headed  by  one  parent. ^^  Of  that 
number,  three-quarters  are  headed  by  single  women. ^*  These  families  often  need  day  care 
and  job  training  services  to  facilitate  the  family's  move  toward  self-sufficiency.  A  high 
number  of  these  single-parent  families  reside  in  public  housing,  where  provision  of  these 
needed  services  would  help  maintain  a  stable  public  living  environment. 

The  elderly  make  up  almost  one-fifth  of  Montana's  adult  population  and  represent  the  largest 
group  of  homeowners  in  the  state,  with  at  least  61  percent  having  lived  in  their  homes  for  at 
least  20  years. ^^  For  elderly  homeowners  on  fixed  incomes,  it  is  becoming  increasingly 
difficult  for  them  to  remain  in  their  homes  because  of  rising  costs  for  maintenance  and 
utilities.  There  is  a  need  for  effective  rehabilitation  programs  to  assist  the  elderly  in 
maintaining  their  homes  in  good  condition. 

For  many  elderly  Montanans  who  do  not  require  the  services  of  a  nursing  home,  yet  are 
unable  to  live  completely  independent  of  support,  there  is  a  need  for  congregate  care  facilities. 
These  facilities  foster  independent  living  while  providing  limited,  shared  services,  such  as 


meals,  recreational  activities,  and  on-call  medical  services.  The  need  for  congregate  care 
appears  to  be  limited  to  the  areas  of  the  state  that  serve  as  retirement  centers. 

While  affordable  housing  Is  important  to  disabled  persons,  their  primary  concern  is 
accessibility.  Unfortunately,  many  of  the  housing  units  in  Montana  lack  this  type  of 
accessibility.  Renovations  to  improve  accessibility  can  be  prohibitively  expensive.  Because 
many  disabled  people  lack  the  income  to  make  the  necessary  renovations,  their  ability  to  live 
independently  is  severely  hampered. 

Over  the  last  20  years,  Montana  has  revised  its  policy  regarding  the  treatment  of  the  mentally 
III  and  the  developmentally  disabled.  Community-based  services,  as  opposed  to 
institutionalization,  has  become  the  preferred  treatment.  In  order  for  community-based 
services  to  work,  there  must  be  suitable  housing  available  for  individuals  living  either 
independently  or  in  a  group  situation.  Because  housing  is  scarce,  the  mentally  disabled  are 
forced  to  compete  with  other  low-income  persons  for  available  units. 

As  with  many  other  regions  of  the  country,  homelessness  is  a  problem  in  Montana.  However, 
the  transitory  nature  of  the  homeless  population  makes  it  difficult  to  determine  the  extent  of 
the  problem.  Graduate  students  in  the  Department  of  Political  Science  at  the  University  of 
Montana  completed  a  study  of  the  sheltered  homeless  in  Montana  in  1993.^®  The  study  did 
not  include  people  living  on  the  street,  in  institutions,  or  with  friends  or  relatives  in  existing 
housing.  On  two  separate  nights,  one  in  December  1 992  and  one  in  January  1 993,  a  physical 
count  was  taken  of  people  staying  at  40  shelters  around  the  state.  These  included  emergency 
shelters,  domestic  violence  shelters,  runaway  youth  shelters,  and  shelter  voucher  programs. 
The  study  concluded  that  approximately  502  homeless  persons  sought  shelter  each  day  during 
December  and  January.^^  In  addition,  the  study  found  that  the  shelter  clients  identified 
unemployment  as  the  main  cause  of  their  homelessness.  However,  education  and  job  training 
services  are  generally  not  available  at  emergency  shelters,  although  these  are  the  types  of 
services  that  could  assist  the  homeless  in  moving  from  emergency  shelters  to  transitional 
housing. 
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SUMMARY 

In  1 990,  an  analysis  of  the  number  of  low-rent  units,  low-cost  homes,  and  households  earning 
less  than  $1  5,000  per  year  in  Montana  indicated  that  there  may  have  been  a  shortage  of  as 
many  as  25,000  affordable  housing  units  for  those  households.^®  Since  1990,  the  housing 
situation  has  been  further  exacerbated  by  the  in-migration  of  higher-income  households, 
especially  in  western  Montana. 

Shortages  have  driven  housing  costs  up  in  recent  years.  Market  conditions  are  favorable  for 
the  sale  of  existing  homes  at  premium  prices  and  the  development  of  expensive,  single-family 
houses.  While  the  data  supports  the  need  for  more  affordably  priced  homes,  they  are  not 
being  built.  For  rental  units,  market  conditions  allow  the  owners  of  existing  units  to  ask  for 
and  receive  higher  rents.  There  has  been  almost  no  new  rental  construction  in  recent  years, 
and  new  construction  of  public  housing  is  practically  nonexistent. 

Montana's  available  affordable  housing  stock  is  aging.  As  it  ages,  it  deteriorates  without 
continual  maintenance.  Many  rural  and  elderly  homeowners  lack  the  income  to  properly 
maintain  their  homes.  Landlords  are  reluctant  to  incur  the  additional  costs  necessary  to 
rehabilitate  existing  units. 

There  are  numerous  groups  in  Montana  that  require  supportive  services  in  connection  with 
their  housing,  such  as  day  care,  employment  assistance,  or  congregate  care,  that  will  foster 
self-sufficiency  and  independent  living.  Unfortunately,  these  services  are  often  not  available. 

For  disabled  people,  housing  accessibility  is  a  major  concern.  Very  few  housing  units  are  built 
specifically  for  people  with  disabilities,  and  modification  of  existing  rental  units  is  expensive. 
Most  disabled  people  cannot  afford  the  expense  of  these  modifications,  and  landlords  are 
often  unwilling  to  incur  the  expenses  for  such  a  small  segment  of  the  rental  population. 

While  these  problems  and  others  exist  for  a  significant  number  of  Montanans,  there  is  some 
assistance  available.  Chapter  Two  examines  public  housing  policy  and  programs  designed  to 
assist  citizens  in  need. 
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CHAPTER  TWO 
HOUSING  ASSISTANCE  PROGRAMS 

INTRODUCTION 

From  the  end  of  World  War  II  to  the  1980s,  U.S.  housing  policy  was  determined  by  the 
federal  government.  State  involvement  was  minimal.  Federal  funding  for  housing  peaked  in 
1  978  at  $32.2  billion,  then  began  dropping.^  By  1  988,  only  $9.8  billion  was  appropriated  to 
HUD  for  subsidized  housing  programs.^  This  decline  in  federal  assistance  forced  state  and 
local  governments  and  community  organizations  to  subsidize  and  maintain  a  larger  proportion 
of  the  affordable  housing  stock.  This  change  in  the  housing  delivery  system  has  both  an 
upside  and  a  downside.  A  decrease  in  federal  financial  support  has  left  states  struggling  with 
how  to  finance  construction  and  rehabilitation  programs  to  expand  the  housing  supply  while 
trying  to  address  a  variety  of  specific  housing  needs.  However,  shifting  housing 
responsibilities  to  the  states  allows  states  to  tailor  their  programs  to  their  specific  needs  and 
utilize  their  own  resources  to  a  greater  degree. 

In  1 990,  Congress  passed  and  President  Bush  signed  the  Cranston-Gonzalez  National 
Affordable  Housing  Act,  also  referred  to  as  the  Cranston-Gonzalez  Act.  This  legislation 
modestly  increased  funding  for  rent  subsidies,  public  housing,  and  housing  for  the  elderly  and 
disabled  and  created  some  new  programs  that  provide  funds  to  state  and  local  governments 
for  housing  purposes.  The  Act  also  required  states  to  identify  their  housing  needs  and  to 
develop  the  strategies  necessary  to  meet  those  needs. 

FEDERAL  HOUSING  PROGRAMS 

HOME  Investment  Partnerships  Program  (HOME) 

The  HOME  Program  was  one  of  the  programs  created  by  the  Cranston-Gonzales  Act. 
Administered  by  the  Department  of  Housing  and  Urban  Development  (HUD),  the  goal  of  the 
program  is  to  expand  the  supply  of  safe,  decent,  sanitary,  and  affordable  housing.  HOME 
strengthens  the  ability  of  local  governments  to  implement  programs  that  will  address  that  goal 
by  providing  financial  assistance  in  the  form  of  pass-through  grants.  Housing  developed  with 
HOME  funds  must  serve  low-  and  very  low-income  families. 


11 


Housing  activities  eligible  for  funding  include  tenant-based  assistance,  housing  rehabilitation, 
assistance  to  first-time  homebuyers,  and  new  construction.  HOME  funds  may  also  be  used 
for  necessary  and  reasonable  activities  that  are  related  to  the  development  of  nonluxury 
housing.    HOME  funds  may  not  be  used  for  administrative  costs. 

HOME  funds  are  allocated  by  HUD  to  the  participating  jurisdictions  (PJs)  in  each  state.  In 
Montana,  the  Department  of  Commerce  (MDOC)  is  the  state  PJ.  A  local  government  unit  that 
meets  certain  criteria  can  also  be  designated  as  a  PJ,  meaning  that  it  can  receive  its  own 
funding  allocation.  The  city  of  Billings  was  recently  designated  as  a  PJ;  the  city  of  Great  Falls 
is  close  to  receiving  PJ  designation.  The  MDOC  awards  the  HOME  funds  to  eligible  applicants 
through  a  competitive  process.  The  MDOC  chose  this  process  over  a  formula  allocation 
process  because  it  felt  that  the  latter  would  spread  the  available  funds  too  thinly  to  be  of  any 
use  in  addressing  Montana's  housing  problems.^  Eligible  applicants  for  HOME  funds  include 
states,  cities,  urban  counties,  and  special  nonprofit  organizations  called  Community  Housing 
Development  Organizations  (CHDOs).  The  MDOC  has  chosen  not  to  operate  any  HOME 
projects  at  the  state  level.  All  of  the  funds  are  distributed  to  eligible  local  governments  and 
CHDOs.  There  is  a  minimum  1 5  percent  set-aside  of  the  state  HOME  allocation  for  CHDOs. 
However,  CHDOs  are  not  confined  to  this  set-aside;  they  may  compete  with  other  applicants 
for  the  entire  HOME  allocation. 

One  of  the  obstacles  in  qualifying  for  a  HOME  grant  is  the  required  financial  match:  30  percent 
for  new  construction  activities  and  25  percent  for  all  other  eligible  activities.  In  1993,  the 
first  year  of  the  program.  Congress  waived  the  match  requirements,  and  MDOC  received  25 
applications.  In  1 994,  MDOC  provided  one-half  of  the  required  match  as  a  one-time 
contribution.  Fourteen  applications  were  received.  In  1995,  local  governments  and  CHDOs 
will  have  to  provide  the  full  match  themselves.  Local  governments  and  CHDOs  may  have  a 
difficult  time  providing  the  match,  and  in  all  likelihood,  the  number  of  HOME  applications  in 
1995  will  decrease  even  further. 

Montana's  annual  allocation  of  HOME  funds  is  about  $3.5  million  to  $4  million.  Some  of  the 
projects  that  have  successfully  competed  for  HOME  funds  include  construction  of  single- 
family  and  rental  units,  rehabilitation  of  owner-occupied  and  rental  units,  transitional  housing 
for  displaced  families  and  pregnant  or  parenting  adolescent  women  and  their  families. 


12 


assistance  to  first-time  homebuyers,  rehabilitation  of  units  for  the  elderly  and  the  disabled,  and 
residential  facilities  for  young  pregnant  and  parenting  girls  and  their  babies/ 

Community  Development  Block  Grants 

The  Community  Development  Block  Grant  (CDBG)  Program  was  created  by  the  Housing  and 
Community  Development  Act  of  1  974.  The  program  is  administered  by  HUD.  The  purpose 
of  the  CDBG  Program  is  to  promote  sound  community  development  through  neighborhood 
revitalization,  economic  development,  and  improved  community  facilities  and  services.  CDBG 
grants  may  also  be  used  to  meet  other  community  development  needs  that  threaten  the  health 
or  welfare  of  the  community. 

There  are  two  parts  to  the  CDBG  Program:  entitlement  and  nonentitlement.  The  entitlement 
portion  is  for  large  cities  (over  50,000  in  population),  and  the  nonentitlement  portion  is  for 
states.  In  Montana,  Billings  and  Great  Falls  are  entitlement  cities;  they  receive  their  funding 
directly  from  HUD.  MDOC  administers  the  CDBG  funds  for  the  remainder  of  the  state  and 
makes  grants  to  counties  and  small  cities  and  towns.  HUD  has  determined  that  70  percent 
of  the  CDBG  funds  should  go  to  entitlement  areas  and  the  remaining  30  percent  to 
nonentitlement  areas. 

There  are  three  basic  categories  for  CDBG  projects:  housing,  public  facilities,  and  economic 
development.  Eligible  housing  activities  include  construction  and  rehabilitation  of  rental  and 
owner-occupied  units,  site  improvements  and  acquisition,  and  homebuyer  assistance. 
Nationally,  CDBG  grants  have  historically  been  used  mainly  for  housing  rehabilitation.^ 

For  1994,  Montana's  CDBG  allocation  was  $8.4  million.  The  MDOC  will  reserve  one-third  of 
that  amount  for  economic  development  projects.^  The  remainder  will  be  divided  between 
housing  and  public  facilities  according  to  the  percentage  of  requests  for  each  category.  For 
example,  if  70  percent  of  the  requests  are  for  housing  projects,  70  percent  of  the  funds  will 
be  reserved  for  housing.  Grants  are  awarded  on  a  competitive  basis;  the  maximum  grant 
request  that  may  be  funded  is  $400,000. 

From  1982  through  1993,  the  CDBG  Program  funded  over  160  community  projects  in 
Montana,  totaling  $67  million.^  In  1 993,  there  were  five  successful  housing  applications;  one 


13 


for  new  construction  and  the  remainder  for  rehabilitation. 

Lower-Income  Rental  Assistance 

The  Lower-Income  Rental  Assistance  Program  (commonly  referred  to  as  Section  8)  was 
created  by  federal  legislation  in  1974.^  At  the  national  level,  the  program  is  administered  by 
HUD;  at  the  local  level,  public  housing  agencies  are  the  administrative  entities.  The  purpose 
of  the  Section  8  Program  is  to  assist  low-  and  very  low-income  families  in  obtaining  decent, 
safe,  and  sanitary  housing  in  private  accommodations.  The  program's  goals  are  achieved  by 
paying  the  difference  between  what  the  household  can  afford  for  rent  and  the  HUD-approved 
rent  for  the  housing  unit.  The  housing  must  meet  certain  health  and  safety  standards  before 
it  can  be  included  in  the  program. 

There  are  actually  two  types  of  Section  8  programs:  rental  certificates  and  rental  vouchers. 
In  the  rental  certificate  program,  a  family  chooses  a  unit  on  the  open  market  and  pays  30 
percent  of  total  family  income  for  rent.  However,  the  unit  cannot  rent  for  more  than  the  fair 
market  rent  (FMR).  FMRs  are  established  by  HUD  for  different  size  units  in  each  county.  The 
FMRs  are  periodically  reviewed  and  adjusted  up  or  down  in  accordance  with  HUD  standards. 
Section  8  pays  the  difference  between  what  the  tenant  can  afford  and  the  FMR. 

The  rental  voucher  program  allows  a  little  more  flexibility  for  the  family  seeking  housing.  The 
family  chooses  a  unit  on  the  open  market.  There  is  no  limit  on  what  the  unit  can  rent  for  as 
there  is  in  the  rental  certificate  program.  However,  there  is  a  limit  on  what  HUD  will  pay  as 
rental  assistance.  In  order  to  determine  the  amount  of  assistance,  HUD  sets  a  payment 
standard  of  between  80  percent  and  1 00  percent  of  the  FMR  for  that  size  unit  in  that  county. 
HUD  then  pays  the  difference  between  what  the  family  can  afford  (30  percent  of  income)  and 
the  payment  standard.  If  the  unit  rents  for  less  than  the  payment  standard,  the  tenant  pays 
less  than  30  percent.  If  the  unit  rents  for  more  than  the  payment  standard,  the  tenant  pays 
the  difference  from  the  tenant's  own  pocket. 

There  are  approximately  3,400  housing  units  in  the  Section  8  Program  in  Montana  and  a 
waiting  list  of  almost  6,300  families.^  Because  HUD  recently  lowered  the  FMRs  by  an 
average  of  25  percent,  holders  of  rental  certificates  cannot  rent  in  the  current  market  and 
holders  of  vouchers  are  spending  more  of  their  own  money  on  rent.'° 
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Homeless  Programs 

The  Emergency  Shelter  Grants  Program  is  a  program  that  is  fully  funded  by  HUD.  The 
purpose  of  the  program  is  to  improve  the  quality  of  existing  shelters  for  the  homeless,  make 
available  additional  shelters,  and  meet  the  costs  of  operating  shelters  and  of  providing  the 
social  services  that  are  essential  to  preventing  homelessness.  The  federal  funds  are 
administered  by  the  Montana  Department  of  Social  and  Rehabilitation  Services  (SRS),  which 
in  turn  allocates  the  funds  to  the  1 2  regional  Human  Resource  Development  Councils 
(HRDCs).  The  money  is  used  for  the  renovation,  rehabilitation,  and  operating  costs  of 
homeless  shelters  and  for  the  provision  of  followup  and  long-term  services  to  help  homeless 
persons  escape  poverty.  There  are  41  homeless  shelters  in  Montana  whose  biggest  needs 
are  for  money  to  keep  trained  staff  and  to  expand  services. 

Energy  Programs 

SRS  also  administers  two  energy  programs:  the  Low-Income  Weatherization  Assistance 
Program  (Weatherization  Program)  and  the  Low-Income  Home  Energy  Assistance  Program 
(LIEAP).  The  Weatherization  Program  is  fully  funded  by  HHS  and  the  federal  Department  of 
Energy.  The  purpose  of  the  program  is  to  help  low-income  people  reduce  home  heating  costs 
and  to  conserve  natural  resources.  The  federal  funds  are  directed  toward  the  HRDCs,  which 
in  turn  decide  where  the  grants  will  be  spent.  Homes  are  prioritized  on  the  basis  of  energy 
consumption.    In  1993,  Montana  received  $2.3  million  for  this  program. 

Fully  funded  by  HHS,  LIEAP  is  designed  to  assist  low-income  families  in  meeting  their  home 
heating  costs.  The  funding  for  each  household  is  determined  through  the  use  of  a  series  of 
matrix  tables  that  factor  a  household's  income,  fuel  type,  size  and  type  of  home,  and  local 
heating  degree  days.  Payments  are  made  directly  to  the  household's  utility  company. 
Supplemental  payments  are  available  for  very  low-income  households.*  Emergency 
payments  are  also  available  for  unforeseen  energy-related  events.  Up  to  15  percent  of  the 
block  grant  to  the  state  may  be  used  for  weatherization  activities.  In  1 993,  Montana  received 
$7.3  million  for  this  program.  Approximately  22,000  households  participate  in  Montana 
annually. 


The  LIEAP  definition  of  very  low  income  is  60  percent  of  the  median  income  for  each 
state  as  established  by  the  Secretary  of  HHS. 
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STATE  HOUSING  PROGRAMS 
Montana  Board  of  Housing 

The  Montana  Board  of  Housing  (MBOH)  was  created  by  the  Montana  Housing  Act  of  1975 
to  alleviate  the  high  cost  of  housing  for  low-  and  moderate-income  persons  and  families." 
It  accomplishes  this  purpose  by  providing  public  money,  through  the  issuance  of  revenue 
bonds,  to  assist  private  enterprise  and  governmental  agencies  in  meeting  critical  housing 
needs.  The  MBOH  is  authorized  to  issue  bonds  and  notes  up  to  the  maximum  principal 
amount  outstanding  of  $975,000,000.  Funds  generated  from  the  sale  of  the  bonds,  along 
with  administrative  fees,  are  used  to  fund  the  MBOH's  programs.  The  MBOH  does  not  receive 
any  appropriations  from  the  state  general  fund. 

The  MBOH  is  a  seven-member  board  appointed  by  the  governor  and  confirmed  by  the  Senate. 
The  members  must  be  informed  and  experienced  in  housing,  economics,  or  finance. 

There  are  four  categories  of  programs  administered  by  the  MBOH:  home  ownership, 
multifamily,  elderly,  and  infrastructure  financing.  These  programs  have  been  created  by  the 
MBOH  to  meet  the  housing  needs  of  low-  and  moderate-income  Montanans. 

The  home  ownership  programs  are  designed  to  help  low-  and  moderate-income  Montanans 
buy  their  first  homes.  Annual  income  limits  and  house  price  restrictions  apply,  and  the  units 
must  be  owner-occupied.  Assistance  is  provided  through  below-market  mortgage  rates, 
federal  tax  credits,  and  cash  advances  for  closing  costs. 

The  newest  home  ownership  program,  implemented  in  1993,  assists  disabled  persons  in 
acquiring  affordable,  architecturally  accessible  homes.  In  order  to  qualify,  the  homeowner  or 
a  family  member  must  have  a  permanent  physical  disability  with  a  mobility  impairment.  The 
program  is  for  first-time  homebuyers  or  a  person  who  purchased  a  home  prior  to  the  disability 
and  to  whom  the  home  is  no  longer  accessible.  As  with  the  other  programs,  there  are 
restrictions  on  income  and  house  prices.  Through  October  1994,  55  applications  have  been 
approved  for  eligibility. 

The  multifamily  programs  also  use  below-market  mortgage  rates  and  federal  tax  credits.  The 
tax  credits  are  an  incentive  to  developers  to  build  low-income  housing.    Since  1987,  this 
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program  has  helped  build  1 ,000  rental  units.  The  mortgage  finance  program  is  designed  for 
local  governments  and  nonprofit  housing  development  organizations.  It  is  a  pilot  program 
with  five  projects  currently  in  line  for  funding. 

Elderly  Montana  homeowners  often  own  their  homes  unencumbered  by  any  mortgage,  but 
often  find  themselves  unable  to  remain  in  their  homes  because  of  increasing  expenses.  The 
reverse  annuity  program  is  designed  to  allow  seniors  to  use  their  home  equity  as  an  additional 
income  source.  In  order  to  qualify,  elderly  homeowners  must  be  68  years  of  age  or  older  and 
have  a  limited  annual  income.  The  minimum  loan  is  $1 5,000;  the  maximum  is  $40,000.  The 
loan  proceeds  are  advanced  monthly  to  the  homeowner  over  a  10-year  period.  The  loan  is 
to  be  repaid  when  the  house  is  sold.   To  date,  the  MBOH  has  made  18  loans. 

The  newest  MBOH  program  is  the  infrastructure  financing  program,  which  provides  a  6 
percent  "bridge"  loan  for  5  years,  contingent  upon  permanent  financing  being  in  place.  The 
purpose  of  the  program  is  to  facilitate  infrastructure  development  for  site  acquisition  and  site 
improvement  associated  with  mobile  homes.  Eligible  applicants  are  local  governments, 
nonprofit  entities,  and  private  developers. 
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CHAPTER  THREE 
TASK  FORCE  DELIBERATIONS 

INTRODUCTION 

During  its  deliberations,  from  February  1994  to  July  1994,  the  Task  Force  identified  three 
areas  in  which  to  concentrate  its  efforts:  administration  of  housing  programs;  regulatory 
barriers  to  development  of  affordable  housing;  and  additional  financial  mechanisms  for  housing 
assistance.  Within  each  area,  the  Task  Force  targeted  specific  ideas  for  further  consideration. 

ADMINISTRATION  OF  HOUSING  PROGRAMS 

Housing  programs  in  Montana  are  currently  administered  by  three  different  agencies.  The 
Montana  Board  of  Housing  (MBOH)  operates  several  single-family,  multifamily,  and  elderly 
housing  programs  funded  through  the  issuance  of  tax-exempt  bonds  and  administrative  fees. 
The  Local  Government  Assistance  Division  of  the  Montana  Department  of  Commerce 
administers  the  federal  HOME  Program,  the  Section  8  Program,  and  the  Community 
Development  Block  Grant  Program.  The  Intergovernmental  Human  Services  Bureau  of  the 
Department  of  Social  and  Rehabilitation  Services  (SRS)  is  responsible  for  the  federal  Low- 
Income  Weatherization  Assistance  Program,  Low-Income  Home  Energy  Assistance  Program, 
and  Homeless  Shelter  Program.  {See  Chapter  Two  for  a  more  complete  description  of  each 
of  these  programs.) 

The  Task  Force  identified  a  number  of  concerns  with  this  current  administrative  setup. ^  The 
diffusion  of  housing  programs  among  three  different  agencies  was  viewed  as  an  inefficient 
use  of  resources.  Members  felt  that  this  diffusion  made  it  cumbersome  for  affordable-housing 
developers  to  apply  for  financial  assistance.  Some  members  also  felt  that  this  diffusion  could 
be  responsible  for  the  perceived  lack  of  responsiveness  on  the  part  of  program  administrators 
to  community  housing  needs. 

The  Task  Force  was  especially  concerned  with  the  complexities  of  dealing  with  several 
programs  in  order  to  finance  a  single  housing  project.  An  affordable-housing  project  can 
involve  up  to  seven  sources  of  funding.^  This  means  that  developers  are  faced  with 
numerous   application  forms  and  deadlines  and  the  various  regulations  governing   each 
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program.  Such  a  process  can  be  very  confusing  and  intimidating  to  potential  developers.  The 
Task  Force  wanted  to  simplify  the  application  process  and  also  allow  the  program 
administrators  more  flexibility  in  designing  application  procedures  that  were  "user-friendly". 

The  Task  Force  concluded  that  a  single  agency  within  state  government  should  be  responsible 
for  administering  all  of  the  federal  housing  programs,  with  the  exception  of  programs  currently 
administered  by  SRS,  and  all  of  the  MBOH  programs.  The  mission  of  this  reconstructed 
agency  would  be  to  facilitate  the  building  of  affordable  housing  or  to  otherwise  make  housing 
affordable  and  accessible.  In  addition,  the  Task  Force  suggested  that  the  new  agency  look 
at  standardizing  the  application  forms  and  the  funding  cycles  to  the  extent  possible  within 
federal  regulations. 

The  Task  Force  also  discussed  the  lack  of  a  cohesive  state  housing  policy  to  guide  the 
operation  of  all  housing  programs  in  Montana.  The  Task  Force  members  agreed  that  the 
development  of  a  housing  policy  should  be  the  first  step  in  making  changes  to  the  current 
delivery  system  for  housing  assistance.  The  staff  was  directed  to  develop  a  draft  housing 
policy  for  further  discussion  by  the  Task  Force.  (See  Appendix  A.)  The  Task  Force  ultimately 
decided  to  consider  a  housing  policy  in  connection  with  any  legislation  the  Task  Force  might 
wish  to  propose.^ 

At  the  May  2  meeting  of  the  Task  Force,  Kathy  McGowan  of  the  Governor's  Task  Force  to 
Renew  Montana  Government  spoke  about  the  recommendations  of  the  Governor's  Task  Force 
regarding  housing.  The  preliminary  recommendation  of  the  Human  Services  Subcabinet  *  was 
to  move  the  HOME  Program  and  the  Section  8  Program  from  the  MDOC  to  a  new  human 
services  department.*  Ms.  McGowan  reported  that  this  recommendation  had  been  modified 
to  move  just  Section  8  to  the  new  agency.  However,  no  final  recommendations  had  been 
made,  and  the  Governor's  Task  Force  was  still  debating  the  merits  of  including  housing  in  this 
human  services  department.    Part  of  the  reluctance  stemmed  from  the  fact  that  the  HOME 


*   The  Human  Services  Subcabinet  consists  of  the  following  five  departments:  Health  and 
Environmental  Sciences,  Corrections  and  Human  Services,  Family  Services,  Labor  and  Industry, 
and  Social  and  Rehabilitation  Services.   The  directors  of  these  departments  were  asked  by  the 
Governor's  Task  Force  to  make  some  recommendations  for  program  consolidation  and 
realignment  that  meet  the  criteria  for  functional  similarity,  and  customer  convenience  and  the 
potential  for  improved  efficiency. 
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Program  is  administered  with  Section  8  funds.  ^  The  Governor's  Task  Force  eventually 
decided  to  leave  the  HOME  and  Section  8  Programs  in  the  MDOC. 

REGULATORY  BARRIERS  TO  AFFORDABLE  HOUSING 

Housing  developers  asked  the  Task  Force  to  look  at  the  regulations  imposed  on  them  by  state 
and  local  governments  when  reviewing  a  proposed  housing  project.  Some  of  the  regulations 
identified  as  being  in  need  of  review  included  building  codes,  zoning  regulations,  and 
environmental  protection  laws.^  There  was  concern  expressed  that,  in  some  instances,  the 
review  of  a  housing  project  by  a  state  agency  duplicated  the  review  by  the  local  government. 
Developers  felt  that  if  a  local  government  has  professional  planning  and  engineering 
departments,  state  review  is  superfluous  and  should  be  reserved  for  local  governments  that 
do  not  have  this  same  level  of  services. 

Developers  also  expressed  concern  about  the  fees  imposed  by  the  various  review  entities. 
These  fees  are  paid  up  front  by  the  developer  but  are  passed  on  to  the  homebuyer,  thus 
raising  the  price  of  a  house.  Fees  are  imposed  for  issuing  building,  mechanical,  plumbing,  and 
electrical  permits;  for  sewer  and  water  inspection  and  connection;  for  plan  review;  and  for 
other  services,  such  as  street  openings  and  curbs  and  sidewalks.  Another  type  of  fee 
currently  being  considered  by  some  local  governments  across  the  state  is  an  impact  or 
development  fee.  An  impact  fee  is  a  fee  assessed  on  developers  by  a  local  government  for 
costs  associated  with  offsite  improvements  required  by  the  new  development.  Some 
examples  of  offsite  improvements  include  roads,  parks  and  recreation,  water  and  sewer 
systems,  and  schools. 

The  Task  Force  considered  a  number  of  possible  recommendations  identified  by  staff  with 
regard  to  eliminating  regulatory  barriers  to  affordable  housing,  including: 


requiring  a  predevelopment  or  preapplication  conference  of  developers,  buyers, 
and  reviewers; 

allowing  local  governments  with  qualified  personnel,  certified  by  the 
Department  of  Health  and  Environmental  Sciences,  to  review  and  approve  major 
subdivisions;  •       ' 

eliminating  the  state  requirement  for  park  dedication; 
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•  if  local  governments  establish  review  fees,  requiring  that  the  fees  be  cost- 
based; 

•  enacting  standards  and  requirements  for  imposition  of  impact  fees  by  local 
governments; 

•  establishing  one-stop  permitting  at  the  local  government  level;  and 

•  providing  some  form  of  financial  assistance  for  payment  of  permit  fees. 

Although  the  Task  Force  discussed  the  recommendations,  no  action  was  taken  on  them  due 
to  the  limited  amount  of  time  that  the  Task  Force  had  to  conduct  its  study.  Therefore,  the 
Task  Force  decided  that  if  it  continues  its  work,  the  regulatory  issues  will  be  a  priority  for 
further  consideration. 

ADDITIONAL  FINANCIAL  MECHANISMS 

The  federal  programs  and  the  programs  administered  by  the  MBOH  are  excellent  sources  of 
financial  assistance  for  housing  developers,  although  the  need  for  assistance  exceeds  available 
resources.  However,  the  Task  Force  felt  that  there  are  some  areas  in  which  additional  money 
is  necessary  to  leverage  other  available  funds.  One  area  identified  as  being  in  need  of 
increased  financial  assistance  is  the  required  financial  match  for  the  HOME  Program.  This 
program  requires  a  25-  or  30-percent  match  (depending  upon  the  type  of  project)  in  order  to 
access  its  funds,  and  it  is  predicted  that  the  match  amount  will  increase  in  the  future.  For 
most  local  governments  and  for  developers  of  low-income  housing,  this  matching  requirement 
is  very  difficult  if  not  impossible  to  meet. 

Additionally,  for  an  affordable-housing  project  to  be  feasible,  many  sources  of  funding  are 
necessary.  Often,  when  the  financing  package  is  put  together,  there  is  a  small  amount  of 
money  missing  that  would  make  the  project  financially  feasible;  this  missing  piece  is  referred 
to  as  "gap  financing".  Members  of  the  Task  Force  who  work  with  the  various  housing 
programs  stated  that  there  was  a  need  for  gap  financing  assistance.' 

The  Task  Force  looked  at  a  number  of  possibilities  to  mitigate  the  financial  problems  and 
concerns:  economically  targeted  investments,  linked  deposit  programs,  and  housing  trust 
funds.  An  economically  targeted  investment  (ETI)  is  any  prudent  investment  that  fills  a  capital 
gap  in  an  underfinanced  area  of  the  economy  and  earns  a  risk-adjusted  market  rate  of  return.® 
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ETIs  supply  capital  to  neglected  areas—affordable  housing  and  small  businesses,  for  example— 
by  overcoming  barriers  based  on  such  nonfinancial  standards  as  race,  gender,  or  location.  The 
most  popular  source  of  investment  funds  is  pension  funds.  Twenty-two  states  currently  use 
pension  funds  to  invest  in  community  projects.  For  example,  Pennsylvania  uses  pension- 
based  ETIs  for  housing  programs  and  student  loans.®  California  uses  pension-based  ETIs  for 
improvements  in  infrastructure,  while  Colorado  targets  economic  development. ^°  The 
Montana  Board  of  investments  is  currently  investing  public  employees'  retirement  money  in 
mortgages.  The  Board  is  looking  at  mortgages  as  an  investment  tool  with  a  favorable  rate  of 
return,  not  necessarily  as  a  community  investment. 

A  linked  deposit  program  allows  state  revenue  to  be  deposited  in  a  financial  institution  to  fund 
a  specific  loan  or  lending  program.  The  funds  are  generally  deposited  at  a  below-market  rate 
of  interest  for  a  period  of  up  to  5  years.  Fourteen  states,  including  Montana,  currently  have 
existing  linked  deposit  programs  that  are  used  for  a  variety  of  purposes,  including  affordable 
housing,  economic  development,  and  agricultural  production.  The  Montana  Board  of 
Investments  has  a  linked  deposit  program  for  economic  development  and,  at  one  time,  used 
linked  deposits  for  home  mortgages  as  part  of  the  program.  However,  the  Legislative  Auditor, 
in  a  financial-compliance  audit  of  the  Board  of  Investments,  questioned  whether  the  use  of 
linked  deposits  for  home  mortgages  fit  the  economic  development  criteria  of  17-6-304, 
MCA."  The  use  of  linked  deposits  for  home  mortgages  was  ultimately  abandoned.  Montana 
also  had  a  linked  deposit  program  for  agricultural  production  loans. ^^  It  was  established  in 
1 986  as  a  temporary  measure  to  assist  farmers  caught  in  the  agricultural  crisis  of  the  1 980s. 
The  program  terminated  in  1989. 

The  program  that  attracted  the  most  attention  from  the  Task  Force  was  a  housing  trust  fund. 
A  housing  trust  fund  is  a  permanent  fund  that  is  designed  to  address  the  housing  needs  of 
low-  and  moderate-income  people.  Trust  funds  are  capitalized  and  provided  with  a  dedicated 
source  of  revenue.  The  trust  fund  is  usually  administered  by  an  existing  governmental 
agency,  although  a  new  governing  entity  can  be  created.  Some  trust  funds  invest  in  already- 
established  housing  programs;  others  create  new  programs  to  address  unmet  needs.  Most 
trust  funds  provide  grants  and  loans  to  local  governments,  nonprofit  development 
organizations,  private  developers,  or,  in  some  instances,  individuals.  Programs  supported  by 
the  trust  fund  can  include  new  construction,  rehabilitation,  or  other  housing  services,  such 
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as  rental  subsidies,  weatherization,  or  predevelopment  costs.  (See  Appendix  B,  Housing  Trust 
Funds.) 

The  Task  Force  directed  the  staff  to  develop  a  proposal  for  creating  a  housing  trust  fund  in 
Montana.  (See  Appendix  C,  A  Proposal  for  a  State  Housing  Trust  Fund.)  The  Task  Force 
favored  the  MBOH  as  the  administrative  agency  for  the  trust  fund  and  supported  broadening 
the  representation  on  the  MBOH  and  placing  all  housing  programs  under  the  direction  of  the 
MBOH.  The  Task  Force  also  felt  that  the  trust  fund  should  be  used  only  to  match  public  or 
private  money  available  from  other  sources  for  the  development  of  low-  and  moderate-income 
housing  or  to  provide  the  gap  financing  necessary  to  make  a  low-  or  moderate-income  housing 
project  financially  feasible.  While  there  was  unanimous  support  for  the  creation  of  a  housing 
trust  fund,  the  question  of  finding  a  dedicated  revenue  source  proved  difficult  to  answer.  The 
staff  offered  the  Task  Force  the  following  suggestions  for  possible  revenue  sources  for  the 
trust  fund: 


realty  transfer  tax; 

interest  on  escrow  accounts  and  tenant  security  deposits; 

bed  tax; 

deed  recording  fees; 

mineral  taxes; 

severance  tax  on  timber; 

local  option  taxes; 

special  license  plate  fees; 

motor  vehicle  registration  fees;  and 

Section  8  Program  reserves. 


The  revenue  source  that  generated  the  most  support  and  the  most  opposition  was  the  realty 
transfer  tax.  Supporters  felt  that  it  was  the  best  option  because  it  is  directly  related  to 
housing.  Opponents  would  not  support  the  transfer  tax  because  of  its  selectiveness.  Other 
possible  revenue  sources  were  discussed,  but  none  generated  the  support  of  a  majority  of  the 
Task  Force  members.  Despite  the  inability  of  the  Task  Force  to  settle  on  a  funding  source, 
the  staff  was  directed  to  draft  a  bill  creating  a  state  housing  trust  fund  based  on  the  areas  of 
agreement.  (See  Appendix  D.) 
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HOUSING  DISCRIMINATION 

At  the  Task  Force's  first  meeting  on  February  1 4,  1 994,  Ric  Moser,  housing  investigator  with 
the  Montana  Human  Rights  Commission  (Commission),  testified  that  housing  discrimination 
is  a  problem  in  Montana.  Each  month  the  Commission  receives  more  housing  discrimination 
complaints  than  it  can  process.  According  to  Mr.  Moser,  certain  segments  of  the  population 
suffer  discrimination  in  greater  number  than  others;  i.e.,  American  Indians  and  single  women 
with  children.  Those  people  who  desperately  need  housing  are  those  who  are  most  likely  to 
be  discriminated  against.  The  key  to  solving  the  problem  of  housing  discrimination  is 
education.  The  Commission  has  an  education  program  but  lacks  the  personnel  to  implement 
it.  Mr.  Moser  asked  the  Task  Force  to  recognize  housing  discrimination  as  one  of  the  barriers 
to  affordable  housing  and  to  include  fair  housing  education  in  any  recommendations  the  Task 
Force  might  make. 

Mr.  Moser's  comments  reflected  the  results  of  a  study  conducted  in  1 991  by  the  Governor's 
Advisory  Council  on  Housing  Discrimination.  The  Advisory  Council  concluded  that  illegal 
housing  discrimination  is  a  problem  throughout  Montana.'^  In  order  to  address  the  problem, 
the  Advisory  Council  recommended  that  the  Human  Rights  Commission  initiate  several 
education  and  enforcement  activities'*  and  that  the  Governor  support  legislation  for  the 
licensure  of  persons  and  organizations  who  own  or  manage  residential  housing.'^ 

In  April  1994,  Governor  Racicot  appointed  to  the  Task  Force  Toni  Austad  and  Bonnie  Bacon 
from  the  Council  For  Concerned  Citizens  as  non-voting  members.  Ms.  Austad  and  Ms.  Bacon 
were  to  represent  American  Indians  and  fair  housing  advocates.  At  their  first  meeting  on  May 
2,  Ms.  Austad  and  Ms.  Bacon  told  the  Task  Force  that  they  planned  to  bring  the  perspective 
of  low-income  renters  to  the  Task  Force.  They  hoped  that  the  Task  Force  would  look  at 
solutions  to  problems  that  low-income  renters  face,  such  as  sub-standard  housing  and  the  30- 
day,  no  cause  eviction  notice.  They  also  emphasized  the  need  to  encourage  lending 
institutions  to  market  mortgage  loan  services  in  low-  and  moderate-income  neighborhoods. 
Ms.  Austad  and  Ms.  Bacon  provided  the  Task  Force  with  information  on  women  and  the 
housing  crisis'^  and  on  a  program  in  Fort  Wayne,  Indiana  called  the  "Lincoln  Life  Improved 
Housing,  Inc."  that  assists  low-to-moderate  income  families  to  purchase  homes  and  helps 
restore  deteriorating  central  city  neighborhoods. 
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In  support  of  their  positions,  Ms.  Austad  and  Ms.  Bacon  presented  20  specific 
recommendations  to  the  Task  Force  for  its  consideration.  {See  Appendix  E.)  However,  the 
Task  Force,  In  its  discussions,  chose  not  to  address  fair  housing  issues  due  to  time  constraints 
and  to  a  belief  that  the  issue  of  fair  housing  was  outside  the  parameters  of  the  Task  Force's 
enabling  legislation.'^  The  Task  Force  suggested  that  if  It  continues  its  work,  fair  housing 
Issues  may  be  considered.'^ 
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CHAPTER  FOUR 
TASK  FORCE  RECOMMENDATIONS 

INTRODUCTION 

At  its  final  meeting,  on  July  1 8,  1  994,  the  Task  Force  heard  a  presentation  by  George  Axlund, 
Executive  Director  of  the  Wyoming  Community  Development  Authority  (WCDA).  The  WCDA 
is  a  housing  finance  authority  that  operates  as  an  instrumentality  of  the  state  but  that  receives 
no  state  funding.  The  WCDA  operates  a  number  of  housing  programs  and  also  administers 
the  HOME  Program,  the  CDBG  Program  (housing  only),  and  the  Section  8  Progrgm.  It  also 
operates  a  public  housing  program  in  Laramie.  The  WCDA  established  a  housing  trust  fund 
in  1990  to  provide  loans  for  downpayment  assistance  and  to  leverage  other  financing.  The 
trust  fund  also  provides  grants  for  HOME  Program  matching  funds,  but  only  until  local 
governments  can  develop  their  own  sources  of  matching  funds.  Money  to  start  up  the  trust 
fund  came  from  agency  reserves  and  unadvertised  bonds.  Mr.  Axlund  told  the  Task  Force 
that  the  key  to  a  successful  housing  finance  authority  is  flexibility  to  address  housing  needs 
as  they  develop. 

Following  Mr.  Axlund's  presentation,  the  Task  Force  engaged  in  a  lively  discussion  about  the 
merits  of  a  housing  finance  authority,  similar  to  the  WCDA,  for  Montana.  The  Task  Force 
agreed  that  the  establishment  of  such  an  entity  would  address  two  of  the  concepts  supported 
by  the  Task  Force:  designation  of  a  single  administrative  agency  for  all  housing  programs, 
state  and  federal,  and  creation  of  a  housing  trust  fund.  (The  Task  Force  preferred  this 
approach  to  the  trust  fund  rather  than  proposing  it  as  a  separate  piece  of  legislation.) 
However,  the  Task  Force  also  realized  that  the  creation  of  such  an  entity  would  require  further 
work  before  legislation  could  be  drafted  implementing  the  proposal,  although  the  legislation 
creating  the  Task  Force  itself  terminated  on  October  1 ,  1 994. 
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RECOMMENDATIONS 

After  much  deliberation  and  debate,  the  Task  Force  formulated  the  following 
recommendations: 

/.  That  the  Governor  issue  an  executive  order  extending  the  life  of 

the  State  Housing  Tas/c  Force  for  another  2  years. 

Because  the  Task  Force  members  were  all  people  intimately  knowledgeable  of  the  housing 
problems  facing  low-  and  moderate-income  Montanans,  they  knew  that  8  months  and  five 
meetings  were  not  enough  time  to  adequately  address  the  issue  of  housing  affordability  and 
availability.  The  members  of  the  Task  Force  agreed  that  while  their  meetings  proved  valuable 
in  identifying  problems  and  specific  courses  of  action,  the  Task  Force  should  continue  working 
to  refine  its  proposals  and  to  seek  further  solutions  to  the  identified  problems. 

The  Task  Force  made  no  recommendations  regarding  membership  and  voting  privileges  on  the 
new  task  force.  However,  the  representatives  of  the  Council  for  Concerned  Citizens 
supported  the  inclusion  of  fair  housing  advocates  as  voting  members. 

Because  the  Task  Force  was  eager  to  continue  its  work  with  as  little  interruption  as  possible, 
the  members  felt  that  extending  the  life  of  the  Task  Force  by  executive  order  rather  than  by 
legislation  was  the  preferable  option.  Legislation  would  take  too  long,  and  Task  Force 
members  believed  that  they  would  lose  the  momentum  they  had  already  gained. 

2.  That  the  Governor  and  the  Legislature  designate  the  Montana 

Board  of  Housing  (MBOH)  as  a  quasi-governmental  housing 
finance  authority  in  charge  of  current  MBOH  programs,  the 
HOME  Program,  the  Section  8  Program,  the  Community 
Development  Block  Grant  Program  (housing  only),  the  Housing 
Community  Development  Plan  (formerly  known  as  CHAS),  and 
a  housing  trust  fund. 

The  Task  Force  believed  that  the  best  course  of  action  was  to  centralize  all  of  the  housing 
programs  in  a  single  agency  and  allow  that  agency  the  flexibility  to  hire  its  own  staff,  set  its 
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own  budget,  and  design  its  own  progranns,  including  a  housing  trust  fund.  Rather  than  create 
a  new  agency,  the  Task  Force  recommended  that  the  MBOH  be  designated  as  the  housing 
finance  authority  for  Montana. 

Following  the  July  18  meeting,  the  Montana  Bankers'  Association  (MBA),  one  of  the 
organizations  represented  on  the  Task  Force,  expressed  concern  about  the  second 
recommendation.  The  MBA  believed  that  the  Task  Force  lacked  the  time  to  adequately 
research  the  ramifications  of  recreating  the  MBOH  as  a  quasi-governmental  entity  with  the 
responsibility  for  administering  state  and  federal  housing  programs.  Because  of  this  lack  of 
research,  the  MBA  declined  to  endorse  the  second  recommendation. 

The  Council  for  Concerned  Citizens,  while  supportive  of  the  work  of  the  Task  Force, 
expressed  disappointment  that  the  Task  Force  did  not  address  fair  housing  in  its 
recommendations. 
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SUMMARY 

When  the  Task  Force  met  for  the  first  time,  in  February  1994,  the  members  came  with  a 
commitment  to  address  the  housing  affordability  problems  in  Montana.  Over  the  next  5 
months,  the  Task  Force  heard  testimony  about  problems  with  housing  affordability  and 
availability,  learned  about  housing  programs  in  Montana  and  in  other  states,  and  identified 
solutions  and  options  appropriate  for  Montana.  As  the  Task  Force  worked  its  way  through 
the  issues,  ideas  began  to  emerge  and  take  shape.  Intense  discussions  and  some 
disagreements  ensued,  but  the  goal  always  remained  in  sight:  providing  quality,  affordable 
housing  for  low-  and  moderate-income  Montanans.  The  final  recommendations  demonstrate 
the  Task  Force's  concern  about  the  administration  of  state  and  federal  housing  programs  and 
its  desire  to  create  a  housing  trust  fund.  The  recommendations  also  demonstrate  the  Task 
Force's  commitment  to  continue  working  to  create  affordable  housing  opportunities  for  all 
Montanans. 
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APPENDIX  A 


DRAFT 

state  Housing  Policy  --  Findings  of  the  Legislature.   (l)  The 
legislature  recognizes  that  there  are  certain  basic  human 
necessities  that  are  essential  to  the  dignity  and  well-being  of 
all  persons,  including  food,  clothing,  and  shelter.  The  home  is 
the  basic  source  of  shelter  and  security  in  society.  The  home  is 
the  center  of  our  society,  providing  the  basis  for  the 
development  of  future  citizens. 

(2)  The  legislature  further  finds  that  decent,  affordable 
shelter  and  the  responsibility  of  home  ownership  contribute  to 
the  pride  and  dignity  of  the  individual,  making  that  individual  a 
greater  asset  to  the  community.  Frustration  in  the  inability  to 
obtain  decent  shelter  and  to  provide  a  decent  home  for  one's 
family  contribute  to  unrest  and  frustration  in  our  communities 
that  is  harmful  to  the  overall  fabric  of  society. 

(3)  The  legislature  finds  that  there  is  a  critical  shortage 
of  safe  and  sanitary  housing  units  in  Montana  that  are  affordable 
to  lower  income  residents  and  that  consequently  many  persons  are 
forced  to  occupy  overcrowded,  unsafe,  or  unsanitary  dwellings  or 
become  homeless  through  the  inability  to  find  affordable  housing. 
The  legislature  recognizes,  that  as  the  population  increases,  the 
obsolescence  of  existing  housing  units  and  the  rate  at  which 
housing  units  are  presently  being  built  will  combine  to  intensify 
the  present  shortage. 

(4)  The  legislature  finds  that  the  shortage  of  housing,  or 


inadequate  housing,  for  persons  of  whatever  level  of  income,  has 
an  effect  on  the  availability  and  quality  of  housing  for  persons 
of  other  levels  of  income. 

(5)  The  legislature  recognizes  that  the  causes  for  the  high 
cost  of  housing  are  multiple,  including  the  cost  and  availability 
of  land,  the  cost  of  development,  the  cost  and  availability  of 
financing,  costs  added  by  government  regulation,  the  cost  and 
availability  of  labor  and  materials,  and  the  inflationary  state 
of  the  economy  that  makes  high  cost  housing  more  profitable  to 
produce  and  more  attractive  to  risk  capital.  The  legislature  is 
aware  that  the  housing  market  is  a  total  market  and  that 
neglecting  the  interests  of  renters  and  higher  income  potential 
homeowners  would  not  be  proper. 

(6)  The  problem  of  providing  reasonai)ly  priced  housing  in 
Montana  is  so  complex  that  existing  institutions  cannot  solve  it 
without  a  comprehensive  overview  and  direction,  nor  can  the 
conflicting  priorities  be  resolved  by  the  ordinary  operations  of 
private  enterprise.  The  legislature  accepts  the  obligation  to 
provide  to  the  best  of  its  ability  the  means  to  resolve  these 
conflicting  priorities  by  providing  the  necessary  overview  and 
direction,  to  promote  the  general  well-being  of  the  state 

(7)  It  is  therefore  declared  to  be  the  policy  of  the  state 
of  Montana  that: 

(a)   The  master  planning,  development,  construction, 
clearance,  replanning,  reconstruction,  and  providing  of  safe, 
sanitary,  and  affordable  dwelling  accommodations  are  public  uses 
and  purposes  for  which  public  money  may  be  spent  and  private 


property  acquired. 

(b)  It  is  in  the  public  interest  that  work  on  such  projects 
be  instituted  as  soon  as  possible  to  relieve  the  burden  of 
residents  who  are  in  need  of  shelter. 

(c)  The  necessity  for  carrying  out  the  purposes  of  the  state 
housing  policy  are  declared  to  be  a  matter  of  legislative 
determination. 
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INTRODUCTION 

Decent  and  affordable  housing  is  an  essential  element  to  the  quality  of 
American  life.  President  Franklin  Roosevelt  acknowledged  the  importance  of 
decent  housing  to  the  nation's  well-being  by  initiating  public  housing  programs 
in  1934  to  serve  the  needs  of  the  poor,  the  elderly,  and  others  for  whom 
affordable  and  decent  housing  was  unattainable.  The  end  of  World  War  II  and 
the  return  of  American  G.l.s  resulted  in  a  severe  shortage  of  adequate  housing. 
The  federal  Housing  Act  of  1 949  acknowledged  this  shortage  and  set  forth  as 
its  goal  "a  decent  home  and  a  suitable  living  environment  for  every  American 
family"  as  soon  as  possible. 

From  the  end  of  World  War  II  to  the  1980s,  U.S.  housing  policy  was 
determined  by  the  federal  government.     State  involvement  was  minimal. 

Beginning  in  1978,  the  federal  commitment  to  housing  fell  significantly  from 

• 

$32.2  billion  to  $9.8  billion  by  1988.^  This  forced  state  and  local 
governments  and  community  organizations  to  subsidize  and  maintain  a  larger 
proportion  of  the  affordable  housing  stock.  This  change  in  the  housing  delivery 
system  has  both  an  upside  and  a  downside.  A  decrease  in  federal  financial 
support  has  left  states  struggling  with  how  to  finance  housing  construction  and 
rehabilitation  programs  that  will  expand  and  maintain  the  housing  supply  while 
trying  to  address  a  variety  of  specific  housing  needs.  However,  shifting 
housing  responsibilities  to  the  states  allows  states  to  tailor  their  programs  to 
their  specific  needs  and  utilize  their  own  resources  to  a  greater  degree. 


Over  the  last  1 5  years,  state  and  local  governments  have  increasingly  looked 
to  housing  trust  funds  as  a  way  to  provide  housing  assistance  to  the  increasing 
numbers  of  homeless  or  near-homeless.  Since  1 980,  the  number  of  housing 
trust  funds  has  grown  from  2  to  75.  Cities  as  small  as  Cherry  Hill,  New  Jersey, 
and  states  as  large  as  California  have  created  trust  funds  in  an  attempt  to 
provide  desperately  needed  funding  for  low-income  housing  projects.  While 
housing  trust  funds  will  likely  never  replace  federal  funding  for  low-  and 
moderate-income  housing,  such  funds  are  becoming  an  important,  ongoing 
source  of  housing  assistance  for  state  and  local  governments,  as  well  as  for 
many  nonprofit  community  organizations. 

WHAT  IS  A  HOUSING  TRUST  FUND? 

A  housing  trust  fund  is  a  permanent  fund  that  is  designed  to  meet  the  housing 
needs  of  low-  and  moderate-income  people.  Trust  funds  are  capitalized  and 
provided  with  a  dedicated  source  of  revenue.  A  housing  trust  fund  is 
established  by  the  passage  of  a  resolution  or  legislation  that  dedicates  a 
revenue  source,  establishes  the  fund  as  a  distinct  entity  that  can  receive  and 
disburse  funds,  and  defines  the  fund's  purpose  and  administration.  The  trust 
fund  is  usually  administered  by  an  existing  governmental  agency.  Some  trust 
funds  invest  in  already-established  housing  programs;  others  create  new 
programs  to  address  unmet  needs.  Most  trust  funds  provide  grants  and  loans 
to  local  governments,  nonprofit  development  organizations,  private  developers, 
or,  in  some  instances,  individuals.  Programs  supported  by  the  trust  fund  can 
include  new  construction,  rehabilitation,  or  other  housing  services,  such  as 
rental  subsidies,  weatherization,  or  predevelopment  costs. 

WHAT  ARE  THE  KEY  ELEMENTS  OF  A  HOUSING  TRUST  FUND? 

There  are  four  key  elements  in  developing  a  housing  trust  fund:  administration, 
source  of  revenue,  programs,  and  citizen  participation.  These  four  elements 
must  be  established  before  a  housing  trust  fund  can  be  successful. 


Administration 

The  legislation  establishing  a  housing  trust  fund  should  specify  who  administers 
the  fund  and  how  the  money  can  be  spent.  Most  funds  are  administered  by  an 
existing  agency  or  department,  usually  one  that  already  has  housing 
responsibilities.  Expanding  an  existing  agency's  role  negates  the  need  to  create 
a  new  bureaucracy,  utilizes  existing  staff,  and  allows  for  coordination  with 
other  housing  programs  and  policies.  However,  housing  advocacy  groups  often 
question  whether  a  governmental  agency  can  generate  housing  quickly  and 
whether  the  commitment  is  there  to  help  those  most  in  need. 

A  few  funds  create  an  entirely  new  governing  entity,  usually  a  nonprofit 
corporation  outside  of  the  existing  political  system,  that  can  operate  with  some 
autonomy.  While  this  option  addresses  some  of  the  disadvantages  of 
administration  by  a  governmental  agency,  it  also  has  its  own  disadvantages, 
including  less  public  accountability,  less  coordination  with  other  governmental 
programs,  and  less  funding  support  if  the  government  feels  that  it  has  no 
ownership  in  the  fund  or  its  mission. 

A  hybrid  administrative  structure  being  chosen  by  more  and  more  funds  is  an 
advisory  committee,  with  oversight  and  decisionmaking  authority,  working  with 
an  existing  governmental  agency.  In  the  hybrid  model,  the  existing  agency  can 
still  be  used  for  the  day-to-day  operation  of  the  trust  fund.  This  alternative  also 
allows  for  public  accountability,  but  with  some  autonomy,  and  for  coordination 
with  other  programs.  The  enabling  legislation  should  be  specific  as  to  the 
committee's  authority  and  the  makeup  of  the  committee,  including  terms  of 
office  and  method  of  appointment  or  election. 

Revenue  Sources 

The  most  difficult  part  of  establishing  a  housing  trust  fund  is  identifying  good 
revenue  sources  that  will  keep  producing  money  over  the  years.  This  requires 
extensive  investigation  of  and  knowledge  about  potential  sources.  In 
investigating  potential  sources,  the  following  steps  should  be  taken: 

1 .         Know  what  is  going  on  in  the  housing  market.  This  information 


can  uncover  potential  sources. 

2.  Explore  housing-related  sources.  Arguments  for  using  the  source 
will  be  nnore  convincing  if  the  source  is  housing-related. 

3.  Look  at  several  revenue  sources.  This  is  especially  important  in 
areas  where  any  single  source  is  insufficient. 

4.  Be  creative.    Each  area  is  unique  and  offers  its  own  revenue 
source  possibilities. 

Once  potential  revenue  sources  are  identified,  further  investigation  is  required 
to  determine  the  feasibility  of  using  those  sources.  The  amount  of  money  that 
will  be  generated,  who  will  support  and  oppose  the  collection  of  the  revenue, 
and  the  impact  of  dedicating  the  revenue  for  housing  must  be  considered.  If 
an  existing  revenue  source  is  identified.  Investigation  of  the  source  must  include 
an  examination  of  the  current  use  of  the  revenue  and  restrictions  on  the  use  of 
the  revenue. 

Revenue  sources  can  be  either  private  or  public.  An  example  of  a  private 
source  could  be  the  interest  from  real  estate  escrow  accounts  held  either  by  a 
bank  or  by  a  real  estate  broker.  Examples  of  public  sources  are  taxes,  such  as 
a  real  estate  transfer  tax,  or  fees,  such  as  developer  fees.  Other  sources  might 
Include  unclaimed  property  funds,  lottery  funds,  mineral  extraction  revenue,  and 
hotel/motel  taxes. 

No  matter  what  the  source,  the  key  to  identifying  an  appropriate  revenue 
source  is  its  continuing  availability.  A  housing  trust  fund  that  is  funded  with 
annual  or  biennial  appropriations  will  be  dependent  on  an  unreliable  funding 
source  for  housing  programs,  as  public  appropriations  are  subject  to  the 
vagaries  of  political  and  economic  influences. 

Programs 

Once  a  funding  source  is  established,  the  next  steps  are  developing  a  procedure 
for  disbursing  the  funds,  identifying  the  types  of  projects  to  be  funded,  and 
deciding  how  to  target  the  funds. 


A  housing  trust  fund  can  be  used  to  expand  existing  programs  administered  by 
the  state  or  local  government;  for  example,  a  rental  housing  preservation 
program.  The  programs  should  meet  the  trust  fund's  priorities.  However,  a 
housing  trust  fund  should  never  be  used  to  supplant  funds  that  were  previously 
supporting  low-  or  moderate-income  housing.  Trust  fund  revenues  could  also 
be  used  to  create  new  programs  addressing  specific,  unmet  needs. 

A  trust  fund  can  also  provide  grants  or  loans,  through  a  competitive  request  for 
proposal  process,  to  nonprofit  development  organizations,  private  developers, 
local  governments,  or  individuals  whose  housing  projects  meet  the  fund's 
criteria. 

As  to  the  types  of  financial  assistance  to  be  provided,  this  will  depend  upon  the 
needs  of  the  state  or  local  community  as  determined  by  the  enabling  legislation. 
Some  trust  funds  provide  "first  money  in"  or  "last  money  out",  meaning  they 
provide  the  first  funds  necessary  to  get  the  project  underway  or  the  last  funds 
needed  to  complete  the  financial  package.  Other  funds  provide  "gap 
financing",  the  money  needed  to  make  a  low-  or  moderate-income  housing 
project  financially  feasible.  Other  types  of  assistance  could  include  transitional 
or  emergency  housing,  property  acquisition,  organizational  assistance,  matching 
funds,  housing  preservation  and  maintenance,  and,  in  a  few  instances,  rental 
assistance.  One  of  the  advantages  of  a  trust  fund  is  that  it  can  commit  funds 
to  meet  the  state's  or  community's  greatest  need.  To  ensure  maximum 
success,  those  types  of  assistance  that  are  provided  must  reflect  the  clearly 
stated  goals  of  the  enabling  legislation. 

One  of  the  more  delicate  issues  to  be  dealt  with  in  establishing  a  housing  trust 
fund  is  determining  who  benefits.  Many  proponents  of  trust  funds  will  argue 
for  targeting  low-  or  very  low-income  persons  because  numerous  other 
programs  already  serve  moderate-income  households.  Opponents  of  targeting 
will  argue  that  the  fund  should  benefit  a  broader  range  of  people.  A  possible 
compromise  might  be  to  target  a  specific  percentage  to  a  certain  income  level. 
Other  targets  could  include  certain  geographic  areas,  special  needs  populations. 


or  housing  that  will  remain  affordable  for  a  certain  number  of  years  or  even  in 
perpetuity.  Here  again,  any  targeting  should  reflect  the  goals  of  the  enabling 
legislation. 

The  most  exciting  aspect  of  a  housing  trust  fund  is  that  it  can  be  used  to 
address  housing  needs  that  are  not  addressed  elsewhere  by  other  programs. 

Citizen  Participation 

Under  Montana  law,  the  meetings  of  a  housing  trust  fund's  governing  body 
must  be  open  to  the  public.  However,  open  meetings  may  not  be  sufficient  to 
ensure  substantive  involvement  by  citizens. 

Citizen  participation  can  be  fostered  in  a  number  of  ways,  including: 

•  representation  on  the  advisory  committee; 

•  public  hearings; 

•  annual  review  of  progress; 

•  citizen  advisory  committees  that  assist  in  assessing  housing 
needs,  establishing  priorities,  and  evaluating  progress;  and 

•  technical  assistance  to  community-based  organizations  seeking 
to  develop  their  own  housing  projects. 

Whatever  vehicle  is  chosen,  citizen  participation  should  be  encouraged  to 
ensure  that  the  trust  fund  is  meeting  the  needs  of  the  state  and  communities 
in  the  most  effective  manner. 

HOW  DO  YOU  ORGANIZE  A  HOUSING  TRUST  FUND  CAMPAIGN? 


The  information  in  this  section  comes  from  a  publication  entitled, 
"A  Citizen's  Guide  to  Creating  a  Housing  Trust  Fund".  This  is  a 
publication  of  the  Center  for  Community  Change,  a  nonprofit 
organization  in  Washington,  D.C.,  that  provides  technical 
assistance  to  nonprofit  organizations  throughout  the  United 
States.  The  Center  is  an  advocate  for  the  creation  of  housing 
trust  funds. 
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Housing  trust  funds  do  not  develop  overnight.  They  require  a  tremendous 
amount  of  planning  and  organization.  Although  the  process  will  vary  from 
location  to  location,  there  are  some  common  steps  that  are  necessary  to  create 
a  fund. 

I.  Identify  housing  needs. 

The  need  for  housing,  especially  low-income  housing,  in  the  state  or  community 
must  be  clearly  demonstrated  through  the  use  of  statistics  and  data.  A 
Comprehensive  Housing  Affordabilitv  Strategy  is  an  excellent  source  of 
information.  Other  indicators  of  need  are  waiting  lists  for  public  housing  or 
Section  8  certificates  and  vouchers,  demand  for  homeless  shelters,  and 
demolition,  conversion,  or  failure  to  retain  subsidized  status  of  low-income 
units.  True-life  stories  about  the  housing  needs  of  a  particular  individual  or 
family  can  give  the  facts  and  figures  a  sense  of  reality. 

II.  Assemble  a  working  group  or  coalition. 

There  is  strength  in  numbers;  that  is  what  a  coalition  can  provide.  In  addition, 
each  individual  or  group  member  of  a  coalition  will  bring  specific  skills  and 
expertise  that  can  be  utilized  in  the  campaign.  The  coalition  should  be 
organized  around  housing  advocacy  groups,  but  should  also  be  as  Inclusive  as 
possible. 

III.  Develop  a  platform. 

Without  a  specific  platform,  a  housing  trust  fund  will  flounder.  A  platform 
should  address  potential  revenue  sources;  administrative  structure;  programs 
to  be  funded,  including  who  and  what  will  be  eligible;  targeting  and  other 
requirements;  and  citizen  participation  opportunities. 

IV.  Build  support  for  the  fund. 

In  building  broad  public  support,  there  are  certain  essential  elements,  such  as: 

a.  building  a  strong  coalition  with  the  single  focus  of  creating  a 
housing  trust  fund; 

b.  educating  the  public  as  to  the  need  for  a  trust  fund; 


C.  making  effective  use  of  the  media,  public  actions,  and  lobbying; 

d.  countering  the  opposition  by  anticipating  their  arguments  and 
developing  techniques  for  countering  those  arguments; 

e.  being  persistent  and  being  prepared  to  spend  at  least  1  year  on 
a  successful  campaign;  and 

f.  being    prepared    to    continue    investing    time    and    energy    in 
cultivating  continued  support  for  the  trust  fund. 

WHAT  STATES  ARE  CURRENTLY  OPERATING  HOUSING  TRUST  FUNDS? 

There  are  currently  over  70  housing  trust  funds  in  operation  across  the  United 
States;  of  this  number,  25  are  state  trust  funds.  The  first  state  trust  funds 
were  established  in  1985;  the  latest,  in  Wisconsin,  was  established  in  1993. 
Some  of  the  state  trust  funds  were  established  for  very  specific  purposes.  In 
Wisconsin,  Georgia,  and  Nebraska,  the  trust  funds  primarily  assist  the 
homeless.  In  Missouri,  the  trust  fund  provides  housing  for  the  mentally  ill, 
while  the  Hawaii  trust  fund  is  for  rental  housing  only.  Nevada  has  a  second 
trust  fund  for  low-income  mobile  home  owners  that  is  funded  by  mobile  home 
park  owner  fees. 

The  majority  of  the  states  have  designated  an  existing  state  agency  to 
administer  the  trust  fund.  In  three  states,  an  advisory  committee  administers 
the  trust  fund,  while  a  nonprofit  corporation  administers  the  trust  fund  in 
Maryland. 

The  majority  of  the  25  state  trust  funds  have  more  than  one  source  of  revenue. 
The  most  prominent  dedicated  source  is  real  estate  transfer  taxes  or  fees  (1 2 
states).  Appropriations  are  also  used  in  many  states  (13),  although  in  most 
instances  the  appropriation  was  a  one-time  infusion  of  money  to  capitalize  the 
fund.  The  interest  from  real  estate  escrow  accounts  is  used  as  a  dedicated 
revenue  source  In  seven  states.  Other  miscellaneous  sources  include  bond 
programs,  mineral  extraction  revenues,  unclaimed  and  surplus  property  funds. 
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agency  reserves,  federal  program  paybacks,  lottery  earnings,  and,  in  a  unique 
instance,  savings  from  Kentucky  Derby  Day  activities. 

The  types  of  housing  projects  supported  by  housing  trust  funds  are  as  varied 
as  the  states  themselves.  In  Kentucky,  funding  can  be  used  to  provide  the 
required  match  for  federal  programs  and  for  administrative  costs  for  eligible 
applicants.^  The  Kansas  Housing  Trust  Fund  provides  rental  subsidies  and 
funds  accessibility  modifications  for  special  needs  populations.^  In  Oregon,  a 
statutory  preference  is  given  to  projects  that  couple  ancillary  social  services 
(e.g.,  child  care,  counseling,  job  placement,  medical  assistance)  with  housing.^ 

Other  types  of  housing  projects  include  weatherization  programs,  infrastructure 
improvements,  purchase  of  nonresidential  property  for  re-use  and  conversion, 
lease-purchase  options  for  potential  homebuyers,  sweat-equity  agreements, 
conversion  of  public  housing  to  tenant  ownership,  antidisplacement  aid,  and 
technical  assistance  or  training.  •  ^ 

While  the  most  obvious  benefit  of  a  housing  trust  fund  is  more  housing  for  low- 
income  people,  there  are  other  benefits  that  directly  impact  the  community, 
including  more  jobs,  growing  wages,  increased  sales,  and  increased  tax 
revenue.  The  South  Carolina  Housing  Trust  Fund  estimated  that  over  a  5-year 
period,  the  Fund  created  1 ,000  jobs  within  the  state. ^  The  Arizona  Housing 
Trust  Fund  calculated  that  from  1988  to  1993,  $10.03  million  in  trust  fund 
resources  generated  $42.8  million  in  taxable  value  for  the  state  and  other 
affected  taxing  jurisdictions.®  In  the  1993  annual  report  of  the  Vermont 
Housing  and  Conservation  Board,  the  U.S.  Department  of  Commerce  estimated 
that  the  construction  activity  generated  by  the  Board  in  that  year  would  result 
in  over  $30  million  of  increased  economic  activity  for  the  state.' 

A  housing  trust  fund  is  a  unique  and  creative  way  for  a  state  to  provide  funding 
for  housing  projects  within  Its  borders.  While  all  trust  funds  have  similar 
features,  they  can  be  adapted  to  meet  the  special  needs  of  a  particular  state. 
This  flexibility  makes  a  housing  trust  fund  a  far  more  attractive  vehicle  for 


providing  housing  assistance  than  federal  progranns  with  their  many 
requirements,  regulations,  and  restrictions.  Hoyvever,  as  federal  programs  are 
structured  and  targeted  to  meet  federal  policy  goals  (the  benefits  of  which 
accrue  to  the  state),  a  state  trust  fund  should  never  be  used  to  supplant 
revenue  from  the  federal  programs. 

HOW  DOES  A  STATE  CREATE  A  HOUSING  TRUST  FUND? 

Most  housing  trust  funds  result  from  the  work  of  a  coalition  advocating  low- 
income  housing.  In  1985,  the  Washington  State  Housing  Trust  Fund  Coalition 
(Coalition)  was  formed  to  address  the  housing  needs  of  low-income  persons, 
specifically  through  the  creation  of  a  statewide  trust  fund.  The  Coalition 
formed  in  response  to  the  need  for  low-income  housing  across  the  state  and  the 
lack  of  state  programs  to  meet  this  need. 

The  Coalition  began  its  work  with  informal  meetings  at  which  the  members 
talked  about  a  fund  and  learned  everything  they  could  about  other  housing  trust 
funds.  Because  the  Coalition  was  able  to  interest  enough  state  legislators  in 
the  idea,  the  State  Senate  Commerce  and  Labor  Committee  undertook  a 
feasibility  study,  which  was  completed  in  January  1 986.  In  the  meantime,  the 
Coalition  continued  to  hold  informal  meetings  with  a  broad  spectrum  of 
interested  persons  to  discuss  the  need  for  and  the  potential  impact  of 
legislation. 

Once  the  legislation  was  developed,  the  Coalition  campaigned  to  seek  its 
passage.  The  Coalition  began  by  pursuing  several  possible  revenue  sources. 
The  first  sources  identified  were  interest  on  real  estate  escrow  accounts, 
interest  on  tenant  security  deposits,  unclaimed  property  funds,  interest  on 
mortgage  escrow  accounts,  and  an  increase  in  the  real  estate  transfer  tax.  This 
list  was  pared  down  to  the  real  estate  escrow  accounts  and  the  tenant  security 
deposits.  To  this  list  was  added  a  capital  budget  appropriation  and  unclaimed 
state  lottery  earnings. 
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Once  the  sources  were  identified,  the  Coalition  focused  on  two  issues  to  garner 
support  for  a  dedicated  revenue  source.  First,  it  pointed  out  the  lacl<  of  state 
funding  for  low-income  housing,  and  second,  it  emphasized  that  the  revenue 
would  not  come  from  the  general  fund  but  from  some  other,  hopefully  new, 
sources. 

The  Coalition  also  successfully  built  partnerships  with  public  and  private 
agencies,  local  governments,  and  nonprofit  organizations.  In  addition,  it 
garnered  support  from  some  unlikely  groups,  such  as  apartment  owners  and 
real  estate  professionals,  as  well  as  the  media. 

The  Coalition  developed  one-page  fact  sheets  describing  the  proposed  trust 
fund,  its  revenue  sources,  and  its  benefits  for  the  state.  The  Coalition  also 
prepared  and  distributed  statistical  compilations  on  the  state's  housing  needs 
and  lists  of  low-income  housing  projects  proposed  or  being  built  that  could 
benefit  from  trust  fund  assistance.  These  educational  tools  were  also  used  in 
lobbying  the  Legislature.  Because  the  Coalition  had  no  paid  staff,  member 
organizations  and  other  supportive  groups  provided  lobbyists  and  other 
assistance,  such  as  telephone  networks,  revenue  estimates,  and  research,  to 
help  with  the  campaign. 

Opposition  to  the  proposed  trust  fund  came  primarily  from  those  groups 
associated  with  the  proposed  revenue  sources,  primarily  apartment  owners,  the 
real  estate  industry,  and  financial  institutions.  The  Coalition  countered  this 
opposition  by  including  friend  and  foe  alike  in  its  initial  attempts  to  develop  the 
trust  fund.  It  encouraged  discussion  of  the  particulars  of  the  fund  so  that 
everyone  could  understand  the  proposal  and  so  that  any  misconceptions  could 
be  dispelled.  In  addition,  the  Coalition  persisted  in  educating  and  lobbying  its 
opponents.  In  answering  questions  as  directly  and  as  thoroughly  as  possible, 
in  using  good  examples  of  how  trust  fund  money  would  be  spent,  and  in 
touting  other  successful  housing  trust  funds. 
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According  to  Coalition  mennbers,  the  keys  to  the  cannpaign's  success  were 
persistence  and  staying  focused  on  the  housing  trust  fund  rather  than  tackling 
all  the  other  housing  issues  that  concerned  Coalition  members. 

The  campaign  was  successful;  in  1 986,  the  Legislature  created  the  Washington 
Housing  Trust  Fund  and  appropriated  $2  million  for  its  operation.  The 
Legislature  eventually  dedicated  the  interest  on  the  real  estate  escrow  accounts 
and  the  penalty  for  failure  to  pay  the  real  estate  transfer  tax  to  the  housing 
trust  fund.  In  1993,  these  two  sources  generated  about  $720,000.^  In 
addition,  the  Legislature  enacted  a  fee  on  each  trust  fund-financed  project  to 
be  used  for  soft  development  costs.  The  Legislature  also  continued  to 
appropriate  funds:  $2  million  in  1986,  $1  million  in  1987,  and  $15  million  in 
1989.^  In  1991,  the  Legislature  appropriated  $50  million  from  the  capital 
budget  as  the  first  installment  of  a  10-year  commitment  to  the  trust  fund.'° 

Washington's  housing  trust  fund  is  administered  by  the  State  Department  of 
Community  Development.  The  Low-Income  Housing  Assistance  Advisory 
Committee,  appointed  by  the  director  of  the  Department,  advises  the  director 
on  housing  needs  in  the  state,  the  operational  aspects  of  the  various  programs, 
and  the  implementation  of  the  policies  and  goals  of  the  trust  fund."  The 
purpose  of  the  trust  fund  is  "to  provide  a  continuously  renewable  financing 
resource  to  assist  low-  and  very  low-Income  citizens,  including  individuals  with 
special  needs,  in  meeting  their  basic  housing  requirements".^^  A  wide  variety 
of  housing  activities  are  eligible  for  funding,  including  rent  subsidies, 
predevelopment  costs,  downpayment  assistance,  homeless  shelters,  technical 
assistance,  acquisition,  rehabilitation,  and  new  construction.  The  financial 
assistance  offered  by  the  trust  fund  is  in  the  form  of  low-interest  loans  with 
flexible  repayment  schedules.  Common  loan  terms  include  50-year  mortgage 
periods  with  interest  rates  of  0  to  3  percent.  There  is  a  1  percent  loan  fee,  and 
loan  payments  are  generally  made  annually.  In  certain  circumstances,  some 
portions  of  awards  may  be  made  as  grants. 
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The  Washington  Housing  Trust  Fund  is  a  highly  capitalized  fund  that  has  $10 
million  to  award  in  1994.  Most  state  housing  trust  funds  begin  on  a  much 
smaller  scale.  In  some  instances,  states  have  created  the  trust  fund  and  then 
directed  a  state  agency  or  other  group  to  seek  a  dedicated  revenue  source.  In 
Nevada,  a  dedicated  revenue  source  was  established,  but  the  trust  fund  could 
not  award  any  grants  or  loans  until  the  fund  reached  a  certain  level.  In  some 
instances,  once  the  trust  fund  proved  its  effectiveness,  the  state  began 
appropriating  money  to  supplement  the  dedicated  revenue  source.  A  housing 
trust  fund  can  be  adapted  to  a  state's  financial  ability  to  provide  a  revenue 
source. 

IS  A  HOUSING  TRUST  FUND  FEASIBLE  FOR  MONTANA? 

A  housing  trust  fund  may  be  a  viable  option  for  Montana  to  pursue  in  providing 
housing  assistance  to  low-  and  moderate-income  people.  However,  the  state's 
current  financial  condition  and  continuing  structural  deficit  may  make  it  difficult 
to  acquire  funding  at  this  time.  If  a  trust  fund  is  pursued,  the  following  issues 
and  questions  need  to  be  addressed. 

Structure 

The  administrative  structure  of  the  trust  fund  will  be  one  of  the  first  decisions 
that  will  need  to  be  made.  Should  an  existing  state  agency  administer  the 
fund?  What  about  the  Housing  Assistance  Bureau  in  the  Department  of 
Commerce?  What  about  the  Board  of  Housing?  Should  a  separate  nonprofit 
corporation  be  created? 

The  appointment  of  an  advisory  committee  should  be  considered.  Could  the 
Board  of  Housing  serve  as  an  advisory  committee?  What  about  a 
subcommittee  of  the  Board?  What  type  of  authority  should  the  advisory 
committee  have?  How  large  should  the  committee  be?  Who  should  appoint 
the  members?   Should  certain  groups  or  interests  be  represented? 
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Funding 

The  more  difficult  task  in  designing  a  Montana  housing  trust  fund  is  identifying 
a  dedicated  source  of  revenue.  Are  there  existing  sources,  such  as  a  tax  or  a 
fee,  that  could  be  used?  If  yes,  what  statute  authorizes  it?  Why  is  it 
collected?  What  restrictions  govern  the  use  of  the  funds?  Who  controls  or 
receives  the  funds?  How  are  the  funds  used?  How  difficult  will  it  be  to  access 
that  revenue?  Could  the  tax  or  fee  be  raised  with  the  increase  going  to  the 
housing  trust  fund? 

Consideration  of  New  Revenue  Sources 

Could  a  new  revenue  source  be  found?  Has  the  source  been  used  elsewhere? 
Have  previous  efforts  been  made  to  tap  this  source?  If  yes,  what  was  the 
result?  What  kind  of  legislation  would  be  required  to  generate  the  revenue? 

Consideration  of  Funding  Amounts 

How  much  revenue  can  be  collected  from  a  source?  Will  more  than  one  source 
be  required?  Who  will  oppose  collection  of  the  revenue?  What  will  be  the 
impact  of  the  revenue?  Who  will  collect  it?  Will  a  new  tax  or  fee  escalate 
housing  costs?  Will  anyone  be  adversely  affected? 

Linking  Goals  With  Assistance 

The  types  of  assistance  provided  by  the  trust  fund  would  also  require 
investigation  and  development.  Should  the  funds  be  committed  to  ongoing 
programs?  Should  new  programs  be  created  to  address  specific,  unmet  needs? 
Will  it  be  a  grant  program,  a  loan  program,  or  a  combination?  Should  the  trust 
fund  target  specific  groups  or  geographic  areas?  What  types  of  activities  will 
be  eligible  for  funding?  What  types  of  groups  will  be  eligible  for  funding?  What 
criteria  will  be  used  to  rank  proposals? 

Summarv  of  Issues 

These  are  just  a  few  of  the  questions  that  would  have  to  be  answered  before 
a  housing  trust  fund  could  be  designed  or  implemented.  These  are  not 
impossible  questions  to  answer;  however,  the  answers  will  take  time.     A 
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possible  solution  may  be  to  phase  in  the  implementation.  The  basic 
administrative  structure  of  a  trust  fund  could  be  enacted  in  1 995.  The  2  years 
prior  to  the  1 997  legislative  session  could  then  be  devoted  to  finding  a  stable 
revenue  source,  developing  the  components  of  an  effective  program  for 
Montana,  and  continuing  a  high  level  of  support  from  a  broad  array  of  groups 
and  individuals  throughout  the  state. 

CONCLUSION 

in  pursuing  its  goal  of  improving  housing  opportunities  in  Montana,  the  State 
Housing  Task  Force  should  take  a  serious  look  at  creating  a  housing  trust  fund 
for  Montana,  even  in  light  of  the  state's  fiscal  condition.  Similar  funds  appear 
to  be  working  in  almost  half  of  the  states,  as  well  as  in  many  cities  and 
counties.  (The  city  of  Bozeman  is  currently  working  on  creating  its  own  trust 
fund.)  A  trust  fund  is  not  an  immediate  solution  to  Montana's  housing 
problems.  However,  the  housing  problems  did  not  occur  overnight  and  neither 
will  the  solutions. 

In  order  to  follow  through  with  the  creation  of  the  trust  fund,  the  Task  Force 
may  wish  to  consider  extending  its  life  for  another  biennium;  this  would  require 
legislation.  Another  option  would  be  for  the  Task  Force  to  continue  on  its  own 
as  a  volunteer  group,  similar  to  the  coalition  in  Washington  State.  Whether  it 
is  a  legislatively  created  task  force  or  a  coalition,  there  will  need  to  be  a 
working  group  willing  to  bring  the  housing  trust  fund  to  fruition  and  to  monitor 
its  progress.  This  will  take  time  and  effort,  but  the  results  may  be  well  worth 
it. 

lao  4111cexa. 
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INTRODUCTION 

At  its  meeting  on  May  2,  the  State  Housing  Task  Force  directed  staff  to 
develop  a  proposal  for  creating  a  state  housing  trust  fund  in  Montana.  Staff 
surveyed  Task  Force  members  as  to  administrative  structure,  revenue  sources, 
housing  programs  eligible  for  funding,  and  targeted  assistance.  This  report 
summarizes  the  survey  responses  and  offers  an  outline  for  a  proposed  housing 
trust  fund. 

SUMMARY  OF  SURVEY  RESPONSES 

Of  18  surveys  mailed  out,  17  were  returned,  for  a  response  rate  of  over  90 
percent.  The  following  is  a  summary  of  those  responses,  as  well  as  some 
additional  information  to  assist  the  Housing  Task  Force  in  its  design  of  a 
housing  trust  fund. 

ADMINISTRATIVE  STRUCTURE 

Of  the  1 6  survey  responses  received,  60  percent  favored  the  Board  of  Housing 
as  the  administrative  agency  for  the  trust  fund.  There  was  also  support  for 
broadening  the  representation  on  the  Board  of  Housing  and  for  placing  all 
housing  programs  under  the  direction  of  the  Board.  One  response  advocated 
the  creation  of  a  new  housing  finance  agency.  One  response  suggested  that 
the  Task  Force  wait  for  the  final  recommendation  of  the  Governor's  Task  Force 
to  Renew  Montana  Government.  Another  response  supported  administration 
of  the  trust  fund  at  the  county  level. 


The  Board  of  Housing  is  presently  composed  of  seven  members  wlio  are 
appointed  by  the  Governor  and  who  are  "informed  and  experienced  in  housing, 
economics,  or  finance".  The  current  Board  includes  bankers,  attorneys, 
realtors,  and  insurance  agents. 

Broadening  the  representation  on  the  Board  could  take  two  forms.  First,  the 
current  number  of  members  could  be  expanded.  Whatever  number  is  chosen, 
it  should  be  an  uneven  number  to  preclude  the  possibility  of  the  Board  being 
unable  to  act  due  to  tie  votes.  It  should  also  be  a  number  that  is  manageable, 
perhaps  no  more  than  eleven. 

Secondly,  the  statutory  language  could  be  broadened  in  order  to  encompass 
representation  by  more  groups.  For  example,  "Appointees  must  be 
knowledgeable  in  housing  and  represent  diverse  housing  concerns."  In  order 
to  ensure  that  particular  groups  are  represented,  the  statutory  language  could 
specify  those  groups;  for  example,  realtors,  mortgage  lenders  or  servicing 
institutions,  private  nonprofit  housing  assistance  programs,  tenant  associations, 
for-profit  development  corporations,  public  housing,  or  low-income  households. 

Centralizing  all  of  the  housing  programs  in  a  single  agency,  including  the 
homeless  programs  currently  administered  by  the  Department  of  Social  and 
Rehabilitation  Services,  could  be  accomplished  by  executive  order;  it  would  not 
require  a  statutory  change.  If  the  Task  Force  supports  this  proposal,  it  could 
be  forwarded  to  the  Governor's  Task  Force  for  its  consideration. 

County  level  administration  could  be  accomplished  by  setting  up  the  trust  fund 
in  the  state  treasury  and  allowing  each  county  to  set  up  its  own  housing 
assistance  programs  according  to  local  needs.  Each  county  would  then  make 
application  to  the  trust  fund,  or  the  money  could  be  apportioned  out  annually 
to  the  counties  on  a  population  or  needs  basis  or  using  some  other  formula. 
There  would  still  need  to  be  some  state  administration. 


REVENUE  SOURCES 

Seventy  percent  of  the  survey  responses  favored  a  realty  transfer  tax,  with  the 
rennaining  votes  fairly  evenly  divided  among  the  other  choices.  Other  sources 
receiving  votes  were  the  Section  8  Housing  reserves,  a  local  option  tax,  and 
special  license  plates  similar  to  the  collegiate  or  veterans'  plates  that  are 
currently  available.  One  response  suggested  that  if  a  new  tax  or  fee  is  enacted, 
it  should  be  a  tax  or  fee  that  all  Montanans  would  pay,  not  just  a  particular 
group.   Another  member  supported  a  statewide,  voter-approved  bond  issue. 

An  important  consideration  in  choosing  revenue  sources  is  the  amount  of 
revenue  that  can  be  expected.  The  following  information  is  derived  from  a 
variety  of  sources,  including  the  fiscal  notes  for  legislation  considered  but  not 
passed  by  previous  Legislatures,  minutes  of  standing  legislative  committees,  the 
"Biennial  Report  of  the  Montana  Department  of  Revenue,  1990-1992",  and 
various  state  agencies. 

Realty  transfer  tax:  At  a  rate  of  $1  for  each  $1,000  of  value  (0.1  percent), 
anticipated  revenue  would  be  approximately  $1 .7  million  annually.  At  a  rate  of 
1  percent  of  value  in  excess  of  $50,000,  the  anticipated  revenue  would  be 
$5.7  million  annually. 

Escrow  accounts  and  securitv  deposits:  The  Administrative  Rules  of  Montana 
require  real  estate  broker-owners  to  maintain  trust  accounts,  but  not  necessarily 
interest  bearing  trust  accounts.  There  are  approximately  1 ,450  active  licensed 
broker-owners  in  Montana.  Each  one  must  maintain  at  least  one  trust  account 
but  may  maintain  more  than  one.  Tenant  security  deposits  are  not  required  by 
statute  or  by  rule.  Therefore,  it  is  very  difficult  to  estimate  the  amount  of 
revenue  that  would  be  available  from  either  of  these  two  sources. 

Bed  tax:  Increasing  the  current  bed  tax  by  1  percent  would  raise  approximately 
$1.9  million  annually. 


Deed  recording  fees:  These  fees  are  generally  assessed  and  collected  at  the 
county  level.  As  these  statistics  are  not  reported,  an  estimate  of  revenue 
cannot  be  determined. 

Mineral  taxes:  There  is  currently  a  tax  on  cement  ($.22  per  ton)  and  gypsum 
($.05  per  ton).  In  1 992,  these  taxes  together  produced  $161,860  in  revenue 
for  the  state  general  fund.  Unfortunately,  the  breakdown  in  tonnage  between 
cement  and  gypsum  is  not  readily  available,  so  it  is  difficult  to  predict  what  an 
increase  in  either  tax  would  produce.  However,  it  appears  that  in  order  for  a 
significant  amount  of  revenue  to  be  produced,  the  taxes  would  have  to  be  at 
least  doubled,  if  not  tripled. 

There  is  also  a  tax  of  $  .05  per  ton  on  micaceous  minerals.  (Micaceous  minerals 
are  a  particular  group  of  minerals  that  crystallize  in  thin,  easily  separated  layers. 
Vermiculite,  perlite,  kerrite,  and  maconite  are  examples  of  micaceous  minerals.) 
From  1988  through  1990,  there  was  only  one  mine  in  Montana  that  was 
subject  to  this  tax.  Since  1991,  there  have  been  no  mines  in  the  state 
producing  micaceous  minerals. 

Severance  tax:  Another  possible  revenue  source  is  a  severance  tax  on  timber. 
In  1991,  four  bills  were  introduced  that  would  have  levied  such  a  severance 
tax.  The  rate  ranged  from  $.15  per  1,000  board  feet  to  $1.50  per  1,000  board 
feet.   The  anticipated  annual  revenue  ranged  from  $187,000  to  $1.9  million. 

Local  ODtion  tax:  There  are  some  local  option  taxes  currently  allowed  by  state 
law.  There  is  a  local  option  vehicle  tax  of  up  to  0.5  percent  of  value.  There  is 
also  a  local  option  gasoline  excise  tax  of  up  to  $.02  per  gallon  of  gasoline  sold 
within  the  county.*  Other  possible  local  option  taxes  could  include  selective 
sales  or  excise  taxes  or  a  property  tax.  A  county  could  be  given  the  authority 
to  levy  a  certain  number  of  mills  to  be  used  for  housing  programs. 


Article  VIM,  section  6,  of  the  Montana  Constitution  mandates  that  all  gasoline  excise 
taxes  be  used  solely  for  road  and  bridge  construction,  repair,  and  maintenance.   The  revenue 
can  be  used  for  other  purposes  only  with  a  three-fifths  vote  of  each  house  of  the  Legislature. 
This  would  complicate  the  use  of  the  local  gasoline  tax  for  housing  programs. 


Special  license  plates:  Another  possible  revenue  source  is  special  license 
plates  imprinted  with  a  state  synnbol.  These  would  be  similar  to  the 
personalized  plates  currently  available.  It  is  difficult  to  ascertain  the  number  of 
people  who  would  desire  such  plates.  The  collegiate  plates  number  about 
10,000  sets  per  year;  the  veterans'  plates  number  about  5,000  sets  per  year. 
However,  applications  for  both  the  collegiate  plates  and  the  veterans'  plates 
come  from  an  easily  identifiable  group  of  people.  That  would  not  necessarily 
be  the  case  for  license  plates  with  a  state  symbol.  There  are  currently  60,087 
sets  of  personalized  plates  in  Montana,  including  the  collegiate  plates. 

Another  option  is  a  fee  assessed  on  the  annual  registration  or  reregistration  of 
motor  vehicles.  There  are  currently  three  such  fees:  a  junk  vehicle  disposal 
fee,  a  weed  control  fee,  and  a  county  motor  vehicle  computer  fee.  A  state 
parks  fee  is  also  assessed  on  recreational  vehicles.  There  are  currently 
880,448  registered  motor  vehicles  in  Montana;  this  includes  passenger  cars, 
all  trucks,  trailers,  motorcycles,  and  exempt  vehicles.  There  are  415,473 
registered  passenger  cars. 

Section  8  Housing  reserves:  The  Housing  Assistance  Bureau  in  the  Department 
of  Commerce  is  funded  from  federal  Section  8  Housing  funds  in  the  amount  of 
$17,133,086  for  fiscal  year  1994  and  $17,644,759  for  fiscal  year  1995. 
There  is  currently  a  reserve  of  approximately  $2.9  million.  Of  this  amount, 
$675,000  is  used  as  a  match  for  the  HOME  program  and  $300,000  is  used  for 
the  administration  of  the  HOME  program  and  the  Comprehensive  Housing 
Affordability  Strategy  (CHAS).  The  remainder,  approximately  $2  million,  is  kept 
in  reserve  as  a  cash  flow  mechanism. 

CAPPING  THE  TRUST  FUND 

Slightly  more  than  50  percent  of  the  responses  supported  capping  the  trust 
fund.  Twelve  percent  said  no  caps;  thirty-five  percent  were  uncertain.  The 
reason  for  this  question  was  to  allay  some  fears  about  enacting  another  tax  or 
fee.   By  capping  the  trust  fund,  the  revenue  sources  could  be  terminated  and 


the  programs  could  be  funded  by  the  interest  and  income  from  the  trust  and  by 
loan  paybacks. 

TYPES  OF  ASSISTANCE 

Over  two-thirds  of  the  survey  responses  supported  both  loans  and  grants  as  the 
types  of  assistance  to  be  offered  by  the  trust  fund.  There  was  also  some 
support  for  loan  paybacks  on  a  monthly  basis  and  for  deferred-payment  loans. 

TYPES  OF  PROJECTS 

Three-fourths  of  those  members  responding  to  the  survey  supported  debt  or 
equity  financing  for  development  projects.  These  projects  could  include  such 
things  as  matching  funds  for  the  HOME  program,  gap  financing, 
predevelopment  and  development  costs,  and  infrastructure  costs.  Home 
ownership  programs  garnered  support  from  almost  two-thirds  of  the  responses. 
These  programs  could  include  rehabilitation  loans,  downpayment  assistance, 
sweat-equity  and  lease-purchase  programs,  and  loans  for  manufactured  or 
modular  homes.  The  remaining  responses  were  fairly  evenly  divided  among  the 
other  options.  There  was  also  some  support  for  fair  housing  training  programs, 
secondary  financing  for  two-family  homes,  and  cooperative  projects  with  tribal 
governments.  One  response  suggested  that  the  programs  not  be  written  in 
stone;  rather,  the  administering  agency  should  have  some  flexibility  in  designing 
programs. 

TARGETING  OF  RESOURCES 

Two-thirds  of  the  responses  supported  the  targeting  of  trust  fund  resources. 
With  the  exception  of  geographic  areas,  which  received  only  one  vote,  the 
votes  were  fairly  evenly  divided  among  the  remaining  proposed  targets.  Other 
targets  identified  by  members  included  multifamily  units,  independent  living 
opportunities,  middle-income  working  families,  and  housing  needs  not  being 
met  by  other  state  or  federal  housing  programs.    One  member  supported  the 
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concept  of  priorities,  instead  of  targets,  that  are  set  annually  through  a  public 
hearing  process.  One  member  suggested  that  the  administering  entity  be 
responsible  for  making  decisions  about  targets.  Concern  was  also  expressed 
for  keeping  the  needs  of  housing  developers  in  mind. 

There  were  two  votes  for  no  targets,  but  these  members  would  agree  to 
targeting  a  specific  percentage  of  trust  fund  resources. 

PROPOSED  HOUSING  TRUST  FUND 

Based  on  the  survey  responses  received  from  members  of  the  Housing  Task 
Force,  the  following  is  a  proposed  design  for  a  Montana  housing  trust  fund: 

•  The  trust  fund  would  be  administered  by  the  Montana  Board  of 
Housing,  with  some  consideration  given  to  broadening  the 
Board's  current  representational  makeup. 

•  The  trust  fund  would  be  funded  by  more  than  one  revenue 
source,  with  a  realty  transfer  tax  being  the  primary  source. 

•  The  trust  fund  would  be  capped  at  a  certain  level. 

•  The  trust  fund  would  offer  both  grants  and  loans  to  eligible 
applicants. 

•  Debt  or  equity  financing  and  home  ownership  programs  would  be 
the  primary  types  of  projects  funded  by  the  trust  fund. 

•  Trust  fund  resources  would  be  targeted  to  specific  groups. 

This  is  a  bare  outline  of  the  structure  of  a  housing  trust  fund.  In  order  to  fill  in 
the  outline,  the  following  questions  must  be  answered. 


1.  Should  the  membership  of  the  Board  of  Housing  be  expended?  If  yes, 
by  how  many? 

2.  Should  the  Board  of  Housing  membership  be  broadened?  If  yes,  what 
other  groups  should  be  represented? 

3.  At  what  rate  should  the  realty  transfer  tax  be  set?  Should  the  tax  apply 
to  commercial  as  well  as  residential  properties?  Should  the  tax  not 
apply  to  some  types  of  transfers? 

4.  What  other  sources  of  revenue  should  be  used?  If  a  fee  or  a  tax  is 
enacted,  at  what  level  should  it  be  set? 

5.  At  what  amount  should  the  trust  fund  be  capped?  How  long  should  the 
revenue  sources  be  dedicated  to  the  trust  fund? 

6.  Who  is  eligible  to  apply  for  assistance  from  the  trust  fund? 

7.  Should  the  application  process  be  spelled  out  in  statute  or  left  to  the 
rulemaking  authority  of  the  Board  of  Housing? 

8.  Exactly  what  types  of  debt  or  equity  financing  and  home  ownership 
programs  should  be  eligible  for  funding? 

9.  Should  the  targeted  groups  be  ranked  to  determine  funding  priorities? 

10.  Should  evaluation  criteria  be  included  in  the  statutes  or  left  to  the 
Board's  rulemaking  authority? 

1 1 .  How  much  flexibility  should  the  Board  of  Housing  be  given  in  designing 
programs  and  targeting  assistance? 
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There  will  be  other  questions  that  will  arise  as  the  Task  Force  develops  its  trust 
fund  proposal.  In  the  meantime,  answers  to  the  above  questions  will  result  in 
a  basic  proposal  that  can  be  fine-tuned  at  later  meetings. 

Although  the  above  proposal  is  based  on  the  survey  responses,  it  does  not 
preclude  the  Task  Force  from  looking  at  other  ideas;  for  example,  consolidating 
all  of  the  housing  programs  under  the  Board  of  Housing. 
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LCOcfe 
****  Bill  No.  *** 
Introduced  By  ************* 
By  Request  of  ************* 

A  Bill  for  an  Act  entitled:  "An  act  creating  a  housing  trust 
fund;  revising  the  membership  of  the  board  of  housing;  amending 
section  2-15-1814,  MCA;  and  providing  an  effective  date." 
Be  it  enacted  by  the  Legislature  of  the  State  of  Montana: 

NEW  SECTION.   Section  1.   Legislative  declaration.   (1)   The 
legislature  finds  that  current  economic  conditions,  federal 
housing  policies,  and  declining  resources  at  the  federal,  state, 
and  local  level  adversely  affect  the  ability  of  low-income  and 
moderate- income  persons  to  obtain  safe,  decent,  and  affordable 
housing. 

(2)  The  legislature  further  finds  that  the  state  will  lose 
substantial  sums  allocated  to  it  by  the  federal  government  for 
affordable  housing  for  low-income  and  moderate- income  households 
unless  matching  funds  are  provided. 

(3)  The  legislature  declares  that  it  is  in  the  public 
interest  to  establish  a  continuously  renewable  resource  known  as 
a  housing  trust  fund  to  assist  moderate  and  low  income  citizens 
in  meeting  their  basic  housing  needs. 

NEW  SECTION.   Section  2.   Definitions.  As  used  in  [sections 
1  through  6],  the  following  definitions  apply: 
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(1)  "Board"  means  the  board  of  housing  created  in  2-15- 
1814. 

(2)  "Trust  fund"  means  the  housing  trust  fund  created  in 
[section  3] . 

(3)  "Low  income"  means  households  whose  incomes  do  not 
exceed  80  percent  of  the  median  income  for  the  area,  as 
determined  by  the  department  of  housing  and  urban  development, 
with  adjustments  for  smaller  or  larger  families. 

(4)  "Moderate  income"  means  households  whose  incomes  are 
between  81  percent  and  95  percent  of  median  income  for  the  area, 
as  determined  by  the  department  of  housing  and  urban  development, 
with  adjustments  for  smaller  and  larger  families. 

NEW  SECTION.   Section  3.   Creation  of  housing  trust  fund  — 
administration  of  fund.   (1)   There  is  created  a  housing  trust 
fund  in  the  state  treasury.   The  state  treasurer  shall  deposit  to 
the  credit  of  the  trust  fund  money  received  for  that  purpose. 
The  state  auditor  shall  direct  payments  from  the  trust  fund  upon 
claims  certified  by  the  board. 

(2)  The  assets  of  the  trust  fund  must  be  invested  in  the 
same  manner  as  other  public  funds.   Interest  earned  on  the 
investments  must  be  returned  to  the  fund,  provided  that  the  board 
may  use  up  to  ten  percent  of  the  interest  for  the  administration 
of  the  fund. 

(3)  At  the  end  of  each  fiscal  year,  the  unexpended  account 
balance  must  carry  forward  to  the  next  fiscal  year  and  may  not 
revert  to  the  state  general  fund. 
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NEW  SECTION.  Section  4.  Uses  of  trust  fund  —  eliglbla 
applicants.  (1)  The  money  in  the  trust  fund  must  be  used  to 
provide  financial  assistance  in  the  form  of  loans. 

(2)  Money  from  the  trust  fund  may  be  used  to: 

(a)  match  public  or  private  money  available  from  other 
sources  for  the  development  of  low-  and  moderate- income  housing; 
or 

(b)  provide  the  gap  financing  necessary  to  make  a  low-  or 
moderate- income  housing  project  financially  feasible. 

(3)  Money  from  the  trust  fund  may  not  be  used  to  replace 
existing  or  available  sources  of  funding  for  eligible  activities. 

(4)  Organizations  eligible  for  loans  from  the  trust  fund 
are  local  governments,  local  housing  authorities,  nonprofit 
community  or  neighborhood-based  organizations,  regional  or 
statewide  nonprofit  housing  assistance  organizations,  and  for- 
profit  housing  developers. 

NEW  SECTION.   Section  5.   Coordination  with  other  progrcuns. 

The  board  shall  ensure  that  all  housing  assistance  programs 
supported  through  the  trust  fund  are  coordinated  with  other 
housing  assistance  programs  administered  by  the  board,  the 
federal  government,  state  agencies,  local  public  housing 
authorities,  and  local  governments. 

NEW  SECTION.   Section  6.   Adoption  of  rules.   The  board 
shall  adopt  rules  governing  the: 
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(1)  eligibility  of  applicants; 

(2)  application  procedures; 

(3)  project  eligibility  requirements; 

(4)  criteria  and  standards  for  approving  or  denying 
applications; 

(5)  terms  and  conditions  of  a  loan,  including  the 
establishment  of  an  interest  rate  and  a  repayment  schedule; 

(6)  priorities  for  funding; 

(7)  targeting  requirements;  and 

(8)  any  other  matter  necessary  for  the  administration  of 
[sections  1  through  6] . 

Section  7.   Section  2-15-1814,  MCA,  is  amended  to  read: 
"2-15-1814.   Board  of  housing  —  allocation  —  composition  - 
-  quasi- judicial.  (1)  There  is  a  board  of  housing. 

(2)  The  board  consists  of  seven  members  appointed  by  the 
governor  as  provided  in  2-15-124.  The  Four  members  shall  must  be 
informed  and  experienced  in  housing,  economics,  or  finance.  Three 
members  must  represent  low- income  advocacv  groups  and  nonprofit 
housing  developers. 

(3)  The  board  shall  elect  a  chairman  presiding  officer  and 
other  necessary  officers. 

(4)  The  board  is  designated  a  quasi- judicial  board  for 
purposes  of  2-15-124. 

(5)  The  board  is  allocated  to  the  department  of  commerce 
for  administrative  purposes  only  as  provided  in  2-15-121. 

(6)  In  compliance  with  the  state  pay  plan,  the  department 

4  LCOcfe 


Draft  Copy 

Printed  8:44  am  on  July  5,  1994 

shall  provide  all  staff  and  services  to  the  board  as  are 

determined  by  the  board  in  conjunction  with  the  department  to  be 

necessary  for  the  purposes  of  carrying  out  the  board's  programs. 

The  department  shall  assess  the  board  for  reasonable  costs. 

(7)   A  member  of  the  board  shall  may  not  be  deemed  to  have  a 

conflict  of  interest  under  the  provisions  of  2-2-201  merely 

because  the  member  is  a  stockholder,  officer,  or  employee  of  a 

lending  institution  who  may  participate  in  the  board's  programs." 

{Internal  References  to  2-15-1814: 
X  17-5-1302  X  90-6-103} 

NEW  SECTION.  Section  8.  {standard}  Effective  date.   [This 

act]  is  effective  July  1,  1995. 

-END- 

{  Connie  Erickson 

Researcher 

Montana  Legislative  Council 

(406)  444-3064} 
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The  following  are  suggestions  that  the  Council  for  Concerned  Citizens 
submits  to  the  Housing  Task  Force  for  inclusion  in  the  recommendations  the 
Task  Force  will  prepare  and  give  to  Governor  Marc  Racicot  regarding 
identifying  methods  for  improving  availability,  accessibility,  and 
assistance  mechanisms  for  low  and  moderate-income  people  in  Montana  in 
their  housing  needs: 

1.  Instruct  the  1995  Legislature  to  introduce  a  bill  eliminating  the  30 
day  no  cause  eviction  provisions  of  the  Montana  Landlord/Tenant  Act, 
and  amend  the  Act  to  require  "just  cause"  with  a  30  day  eviction; 

2.  Instruct  the  Governor's  office  and  various  governmental  entities  in 
Montana  to  take  the  steps  necessary  to  implement  President  Clinton's 
Executive  Order,  12250,  regarding  actions  the  President  has 
requested  to  promote  fair  housing  choice  in  this  country  for  the 
state  of  Montana; 

3.  Instruct  the  Montana  Legislature  to  take  the  steps  necessary  to 
study  the  feasibility  of  rent  control  in  larger  Montana  communities 
such  as  Great  Falls,  Billings,  Missoula,  Bozeman,  and  Helena; 

4.  Identify  all  displaced  homemakers  as  first  time  homebuyers  in  all 
state  and  federal  housing  programs; 

5.  Direct  the  State  Department  of  Commerce  to  research  other  states' 
efforts/models  for  use  of  HUD  vouchers  to  purchase  homes; 

6.  Mandate  that  the  State  Comprehensive  Housing  Affordability  Strategy 
(CHAS)  include  assessments  of  housing  needs  of  women-maintained 
families; 

7.  Expand  the  eligible  use  of  Aid  to  Families  with  Dependent  Children 
(AFDC)  to  include  savings  toward  the  purchase  of  a  home; 

8.  Require  banks  to  target  credit  opportunities  to  women  under  the 
Comimunity  Reinvestment  Act  (CRA); 


9.  Significantly  Increase  funding  for  Section  8  and  other  affordable 
housing  options.  Require  that  Housing  Authorities  administering 
Section  8  certificates/vouchers  Include  the  following  in  their 
definition  of  homeless:  Families  living  in  motels/hotels.  Families 
staying  short-term  with  friends  or  relatives;  Families  living  in 
places  not  Intended  for  habitation  such  as  cars  and  abandoned 
buildings,  and  in  emergency  shelters  and  transitional  living  centers; 

10.  Create  special  section  3  set-asides  for  domestic  violence  shelters 
for  shared  housing  to  enable  battered  spouses/partners  to  obtain 
permanent  housing, 

1 1.  Mandate  that  any  section  3  voucher/certificate  go  to  the  parent  with 
custody  of  the  children,  even  if  that  parent  vacates  the  unit  currently 
being  subsidized  (rather  than  remaining  with  the  unit  and/or  the 
non-custodial  parent), 

12.  Ensure  that  housing  counseling  services  are  rnade  available  to  all 
high  school  students,  and  to  displaced  homemakers  and  other 
disadvantaged  populations  in  educational  and  job  training  programs, 

13.  Recommend  that  at  the  federal  level,  coverage  of  the  Home  Mortgage 
Disclosure  Act  (HMDA)  be  extended  to  non-metropolitan  areas, 

14.  Instruct  Montana's  Housing  Authorities  to  define/implement  coopera- 
tive working  relationships  with  Job  Services  and  Job  Training 
Programs  so  that  people  In  public  housing  can  obtain  decent  jobs, 

15.  Strongly  encourage  the  use  of  Community  Development  Block  Grant 
Funds  (CDB6)  by  recipient  communities  to  enhance  housing  opportu- 
nities for  minorities  and  women-maintained  families  with  children 
through  monitoring  and  enforcement  of  targeting,  participation, 
and  anti-discrimination  requirements  in  all  community  development 
activities  including  active  support  for  funding  of  testing  and  other 
enforcement  activities  to  uncover  Illegal  housing  discrimination, 


16.  Recruit,  appoint,  and  support  women  (especially  low-Income  women 
and  women  of  color)  to  positions  with  significant  policy  or  program 
responsibilities  bearing  on  women's  housing  needs. 


Conduct  a  baseline  study  to  measure  the  level  of  discrimination 
against  families  with  children,  to  determine  levels  of  discrimination, 
impact  of  the  law,  and  the  effectiveness  of  enforcement  efforts; 


18.  Focus  data  collection  efforts  on  sexual  harassment  In  housing  and  Us 
Impact  on  women  and  women-maintained  families;  and 

19.  Ensure  that  low-Income  women  are  given  training  in  construction 
and  maintenance  skills  so  they  can  take  advantage  of  "sweat  equity" 
opportunities  as  well  as  enter  construction  trades. 

20.  Recommend  that  the  Montana  Legislature  amend  the  Montana 
Human  Rights  Act  to  Include  protection  against  discrimination  In 
housing  based  on  source  of  Income. 


Respectfully  submitted  to  the  Housing  Task  Force  this  .18th  day 
of  July,  1994. 


Toni  Austad,  Executive  Director     Bonnie  Bacon,  Office  Manager 
Council  for  Concerned  Citizens       Council  for  Concerned  Citizens 

cc:      Governor  Marc  Raclcot 


1 50  copies  of  this  public  document  were  published  at  an 
estimated  cost  of  $3.66  per  copy,  for  a  total  cost  of  $549.00, 
which  includes  $549.00  for  printing  and  $.00  for  distribution. 


